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ABSTRACT 


^)This  study  was  undertaken  to  determine  DOD  and  Marine 
Corps  objectives  and  requirements  for  replenishment  spare 
parts  breakout,  analyze  current  directives  and  procedures, 
and  to  prescribe  a  comprehensive  approach  for  implementing 
an  effective  replenishment  spare  parts  breakout  program  at 
Marine  Corps  Logistics  Base  {MCLB)  Albany,  Georgia. 

During  the  course  of  this  study  it  was  found  that  (1)  the 
DAR  Supp.  6  DOD  Replenishment  Spare  Parts  Breakout  Program  is 
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I.  INTRODUCTION 


A.  GENERAL 

The  many  weapon  systems  utilized  by  the  military  services 
are  supported  by  some  four  million  spare  parts  which  comprise 
approximately  $22  billion  in  the  Department  of  Defense  (DOD) 
Fiscal  Year  1984  Budget  /Ref.  l:p.  xiv7.  Weapon  systems  are 
in  fact  made  up  of  components,  equipment,  and  subassemblies 
which  in  turn  are  made  up  of  thousands  of  parts.  Spare  parts 
are  procured  to  replace  those  parts  worn  out  in  service,  or 
which  malfunction  or  break.  Procurement  of  parts  and  mainte¬ 
nance  of  inventories  of  spare  parts  is  required  to  keep  weap¬ 
on  systems  fully  operational. 

However  essential  to  the  operational  availability  of  DOD 
weapon  systems,  resources  for  spare  parts  and  logistics  sup¬ 
port,  in  general,  have  historically  been  the  subject  of  budg¬ 
etary  scrutiny.  This  is  due  in  part  to  an  historical  paucity 
in  DOD  funding  coupled  with  the  relative  low  priority  as¬ 
signed  logistics  support  resources  by  both  the  Congress  and 
DOD  financial  managers.  /Ref.  2:p.  3^7  The  appropriation  of 
funds  for  logistics  requirements  has  no  immediately  apparent 
return  as  does  the  exotic  new  weapon  system. 

The  customary  scrutiny  over  the  billions  of  dollars  spent 
by  DOD  for  spare  parts  each  year  has,  beginning  in  1981, 


exploded  into  possibly  one  of  the  hottest  DOD  issues. 

/Ref.  l:p.  6 7  Through  what  might  have  been  viewed  as  healthy 
introspection,  numerous  problems  in  spare  parts  pricing,  i- 
dentified  by  the  Services'  procurement  activities  themselves, 
have  become  the  path  to  success  for  aspiring  politicians  and 
journalists.  /Ref.  2:p.  317  These  sources  have,  through 
calling  attention  to  the  overpricing  of  commonly  recognized 
items  not  peculiar  to  DOD  use,  portrayed  a  procurement  system 
which  is  out  of  control  and  paying  outrageous  prices  for 
spare  parts  with  the  working  man's  hard  earned  tax  dollars. 
Spare  parts  have  thus  become  household  words,  and  the  public 
is  angry,  with  new  examples,  such  as  the  Pentagon  paying 
$1100  for  a  34  cent  plastic  stool  cap,  splaying  tne  headlines 
each  month,  preventing  the  subject  from  dying  of  natural 
causes  over  time.  /Ref.  2:p.  317  The  pet  horror  stories  in¬ 
clude  the  common  $15  claw  hammer  for  $435;  the  4  cent  diode 
for  $110;  and  the  45  cent  alien  wrench  for  $9,000,  to  name 
only  a  few.  The  results  of  all  this  damaging  media  coverage 
were  characterized  by  a  Lockheed  government  contracting  ex¬ 
pert  when  he  exclaimed  that  "Defense  procurement  is  to  the 
Congress  what  a  fire  hydrant  normally  is  to  a  dog" 

/Ref.  2:p.  317. 

Understandably,  Pentagon  leadership  is  reacting  to  the 
press  and  Congressional  criticism.  According  to  former 
Deputy  Defense  Secretary  Paul  Thayer,  "It's  better  to 
over-kill  the  problem  initially  and  walk  back  from  that  if 
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necessary"  /Ref.  2:p.  317.  The  recent  Air  Force  Management 
Analysis  Group  (AFMAG)  Report  on  the  acquisition  of  spare 
parts  places  the  responsibility  of  a  lasting  spare  parts  pro¬ 
curement  fix  squarely  on  the  shoulders  of  both  the  Services 
and  industry  /Ref.  37*  Industry  leadership,  however,  report¬ 
edly  has  mixed  emotions  about  becoming  more  involved  in  the 
fix  of  the  common  Defense/Industry  problem  of  spares  pricing 
given  that  the  ensuing  "witch  hunt"  is  being  "fertilized  in 
a  field  of  ignorance"  /Ref.  2:p.  31/.  An  industry  executive 
has  prescribed  taking  one's  lumps  and  getting  back  to  busi¬ 
ness,  that  of  helping  our  customer  (DOD)  improve  combat 
readiness . 

The  Secretary  of  Defense  published  a  memorandum  to  the 
Services  and  the  Defense  Logistics  Agency  (DLA)  outlining  a 
ten  point  spare  parts  procurement  get  well  plan  /Ref.  £7. 

The  Secretary  immediately  followed  up  this  plan  with  another 
memorandum  mandating  twenty  five  specific  actions  to  be  taken 
by  the  Services  in  controlling  spare  parts  prices  /Ref.  57. 

In  response  to  the  Secretary  of  Defense  direction,  each  Serv¬ 
ice  and  the  DLA  have  embarked  on  ambitious  reform  programs 
with  considerable  resolve.  These  programs  involve  retrench¬ 
ing  in  the  areas  of  procurement  personnel  resources  commit¬ 
ment,  training,  competition,  data  management,  and  spare  parts 
breakout.  Competitive  procurement  methods  are  being  touted 
and  sold  to  the  Congress  as  the  key  to  controlling  costs  in 
procurement  /Ref.  27.  Barriers  to  competition  in  a 


predominantly  sole-source  defense  industry  environment  are 
proving  troublesome,  however.  The  conditions  are  worsened  by 
a  shrinking  defense  industrial  base,  from  some  6,000  com¬ 
panies  in  the  aerospace  industry  in  1964  to  some  3,500  in 
1980  /Ref.  3:pp.  2-197.  According  to  a  recent  study  into 
Federal  Procurement  Policy  (OFPP) ,  in  the  near  term,  the  most 
difficult  problem  in  the  implementation  of  the  Secretary  of 
Defense  reforms  is  the  implementation  of  a  cost  effective  re¬ 
plenishment  parts  breakout  program  /Ref.  l:p.  xv7. 

To  the  uninitiated,  replenishment  spare  parts  breakout  is 
most  probably  an  innocuous  phenomenon.  Replenishment  spare 
parts  are  those  consumable  or  repairable  parts  purchased 
after  provisioning  of  that  part  for  replacement,  replenish¬ 
ment  of  stock,  or  use  in  the  maintenance,  overhaul,  and  re¬ 
pair  of  equipment  /Ref.  6:App.  §7.  Provisioning  is  a 
methodology  utilized  to  provide  the  initial  spare  parts  nec¬ 
essary  to  field  a  weapon  system  prior  to  the  development  of 
sufficient  usage  data  to  meet  inventory  stockage  criteria. 

DOD  often  buys  spare  parts  from  prime  weapon  system  con¬ 
tractors  that  are  not  the  actual  manufacturer  of  the  parts. 
The  prime  contractor  procures  these  parts  from  vendors  either 
semi-finished  or  complete.  Unless  the  prime  contractor  ac¬ 
complishes  additional  processing  of  the  parts,  including,  in¬ 
spection  and  packaging,  he  generally  adds  no  intrinsic  value 
to  the  parts.  The  cost  that  the  prime  contractor  adds  to 
vendor  provided  parts  or  pass-through  costs  is  often 
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significant.  At  one  Air  Logistics  Center  (ALC)  an  analysis 
disclosed  prime  contractor  markups  of  250  per  cent 
/Ref.  3:pp.  2-32 7.  Prime  contractors  allocate  indirect  costs 
to  replenishment  spare  parts  which  may  well  not  contribute  to 
the  production  of  those  parts .  The  services  which  give  rise 
to  these  costs  are  neither  required  nor  available  from  small 
spare  parts  competitors.  These  services  include  independent 
research  and  development  (IR&D) ,  source  approval,  configura¬ 
tion  management,  and  provisioning  which  provide  no  tangible 
value  to  replenishment  spare  parts.  /Ref.  3:pp.  2-33 7  Break¬ 
out  is  the  improvement  of  the  acquisition  status  of  a  part  by 
deliberate  management  action  to  buy  a  spare  part  competitive¬ 
ly  which  was  previously  bought  from  the  prime  contractor  who 
is  not  the  actual  manufacturer  of  the  part 
/Ref.  7:pp.  56-103.67.  In  short,  replenishment  spare  parts 
breakout  encompasses  the  deliberate  management  action  taken 
to  improve  the  potential  for  competitive  or  direct  procure¬ 
ment  of  replenishment  part. 

To  facilitate  the  implementation  of  replenishment  spare 
parts  breakout,  DOD  has  issued  the  DOD  Replenishment  Parts 
Breakout  Program  regulation.  Defense,  Acquisition  Regulation 
(DAR)  Supplement  Number  6,  hereinafter  referred  to  as  DAR 
Supp.  6  /Ref.  27. 

B.  OBJECTIVES  OF  THE  RESEARCH 

The  objectives  of  this  study  were  to  determine  the  re¬ 
quirements  for  and  characteristics  of  an  effective 


replenishment  spare  parts  breakout  program  and  breakout  deci¬ 
sion  model  appropriately  tailored  for  implementation  at 
Marine  Corps  Logistics  Base  (MCLB)  Albany,  Georgia. 


C.  RESEARCH  QUESTIONS 

Given  the  stated  objectives,  the  following  research  ques¬ 
tion  was  posed: 

What  should  be  the  major  characteristics  of  an  effective 
replenishment  parts  breakout  decision-making  model  for  use 
at  MCLB  Albany? 

The  following  subsidiary  research  questions  were  devel¬ 
oped  to  assist  in  answering  the  primary  research  question: 

1.  What  are  replenishment  spare  parts  and  how  are  these 
parts  acquired  through  a  breakout  program? 

2.  What  are  the  major  objectives  and  requirements  of  cur¬ 
rent  U.S.  Marine  Corps  regulations  and  policy  on  re¬ 
plenishment  spare  parts  breakout? 

3.  What  are  the  key  phases  in  the  acquisition  process 
during  which  breakout  efforts  could  be  considered,  and 
in  which  phases  of  the  replenishment  part  life-cycle 
should  breakout  efforts  be  accomplished? 

4.  What  is  the  role  of  technical  data  in  replenishment 
spare  parts  breakout? 

5.  What  is  the  scope  of  application  of  the  MCLB  Albany  Re¬ 
plenishment  Spare  Parts  Program  and  what  decision¬ 
making  process  is  used  in  this  program? 

6.  What  are  the  factors  to  be  considered  in  the  breakout 
decision? 

7.  How  could  the  current  scope  and  methodology  of  breakout 
efforts  at  MCLB  Albany  be  expanded  and  improved? 


D.  RESEARCH  METHODOLOGY 

The  research  methodology  utilized  in  this  study  first  in¬ 
volved  a  comprehensive  review  of  the  available  literature. 
This  proved  to  be  an  ongoing  process  as  new  material  was  con¬ 
tinuously  becoming  available  due  to  ongoing  public  and  high 
level  interest  in  spare  parts  procurement.  Next,  personal 
and  telephone  interviews  were  conducted  with  Government  per¬ 
sonnel  actively  involved  in  the  acquisition  of  replenishment 
spare  parts  both  from  an  operational  and  policy  aspect. 

The  literature  utilized  in  the  study  was  obtained  through 
the  Office  of  Federal  Procurement  Policy  (OFPP) ;  the  Office 
of  Installation  and  Logistics,  Headquarters,  U.S.  Marine 
Corps;  MCLB  Albany,  Georgia;  Headquarters,  Sacramento  Air 
Logistics  Center;  the  Naval  Postgraduate  School  Library;  the 
Defense  Logistics  Information  Exchange  (DLSIE) ;  and  the  De¬ 
fense  Technical  Information  Center  (DTIC) . 

Personal  interviews  were  conducted  with  contracting, 
technical,  and  logistics  personnel  at  MCLB  Albany.  Tele¬ 
phone  interviews  were  conducted  with  acquisition  personnel  at 
the  Office  of  Federal  Procurement  Policy;  Office  of  the  Dep¬ 
uty  Chief  of  Staff,  U.S.  Air  Force  Contracting  and  Manufac¬ 
turing  Policy;  Headquarters,  Sacramento  Air  Logistics  Center 
and  MCLB  Albany.  All  personal  and  telephone  interviews  con¬ 
ducted  were  informal  and  structured  around  the  guidelines 
provided  by  the  questions  stated  in  Appendix  A. 


Additional  information  utilized  in  the  study  involved  ex¬ 
amination  of  MCLB  Albany  internal  correspondence  concerning 
replenishment  spare  parts  breakout  and  office  files  document¬ 
ing  the  evolution  of  the  existing  MCLB  Replenishment  Spare 
Parts  Breakout  Program. 

E.  SCOPE  OF  THE  STUDY ,  LIMITATIONS,  AND  ASSUMPTIONS 

The  main  thrust  of  the  research  effort  involved  determi¬ 
nation  of  the  objectives  of  the  current  DOD,  Marine  Corps  and 
MCLB  Albany  policy  and  directives  and  what  they  require.  Ad¬ 
ditional  research  was  conducted  into  how  these  objectives  are 
and  can  be  implemented  at  MCLB  Albany. 

The  study  focused  on  the  breakout  of  replenishment  spare 
parts,  thus  component  breakout  was  not  included  in  the  re¬ 
search  effort.  Provisioning  of  spare  parts  as  a  distinct 
process  was  considered  only  as  it  relates  to  the  replenish¬ 
ment  process.  While  cost  effectiveness  is  an  integral  part 
of  the  decision  to  breakout  an  individual  replenishment  part, 
no  attempt  was  made  to  provide  a  cost  benefit  analysis  of 
breakout  as  a  discipline.  Accordingly,  no  attempt  was  made 
to  challenge  the  DOD  Replenishment  Spare  Parts  Breakout  pro¬ 
gram's  assumption  of  a  25  per  cent  savings  factor  for  econom¬ 
ic  evaluation  in  the  breakout  decision. 

The  desirability  of  instituting  breakout  whenever  physi¬ 
cally,  legally,  and  economically  feasible,  was  considered  a 
given  parameter  in  the  analysis.  Accordingly,  the  various 


opportunities  for  application  of  breakout  procedures  and 
methodological  possibilities  for  implementing  prescribed  pro¬ 
cedures  were  examined.  The  development  of  a  tailored  replen¬ 
ishment  spare  parts  breakout  program  and  decision  model  for 
required  Acquisition  Method  Code  (AMC)  and  Acquisition  meth¬ 
od  suffix  Code  (AMSC)  screening  and  determination  of  the  fea¬ 
sibility  for  breakout  at  MCLB  Albany  was  central  to  the  study 
It  is  assumed  that  the  reader  is  familiar  with  standard 
DOD  acquisition  concepts  and  terminology  as  well  as  the  spare 
parts  procurement  process. 


F.  DEFINITIONS 

The  following  definitions  are  considered  to  be  essential 
to  the  conceptual  and  operational  presentations  in  this  study 

1.  Acquisition  Method  Code  (AMC) .  A  numeric  code  assigned 
by  a  procurement  activity  to  document  the  results  of  a 
technical  review  of  a  particular  part  /Ref.  7:S6-103.l7 

2.  Acquisition  Method  Suffix  Code  (AMSC).  An  alpha  code 
assigned  by  a  procurement  activity  to  further  describe 
the  acquisition  status  of  a  part  by  providing  informa¬ 
tion  concerning  engineering,  manuf acturing ,  and  techni¬ 
cal  data  /Ref.  7:S6-103.2/. 

3.  Annual  Buy  Value.  The  forecast  quantity  of  a  part 
required  for  the  next  12  months  multiplied  by  it's  unit 
price  /Ref.  7:S6-1037. 

4.  Breakout.  The  improvement  of  the  acquisition  status  of 
a  part  by  deliberate  management  action  to  buy  a  spare 
part  competitively  which  was  previously  bought  noncom- 
petitively,  or  to  buy  a  part  from  the  actual  manufac¬ 
turer  which  was  previously  bought  from  the  prime 
contractor  who  is  not  the  actual  manufacturer  of  the 
part  £Ref.  7:S6-103.67. 

5.  Contract  Data  Requirements  Lists  (CDRL) .  A  contract 
form,  DD  form  1423  which  is  used  to  list  all  technical 


data  items  required  to  be  delivered  under  the  contract 
/Ref.  6 :App .  B/. 

6.  Contractor  Technical  Information  Code  (CTIC) .  An  alpha 
code  assigned  by  the  prime  system  contractor  which  pro¬ 
vides  information  concerning  technical  data  for  a  part 
/Ref.  7 :S6 -103.77. 

7.  Data  Call.  For  purposes  of  this  study  a  request  by  the 
Acquisition  Project  Officer  (APO)  or  Data  Management 
Officer  (DM0)  to  all  Government  participants  to  submit 
their  requirements  for  contractor  prepared  data  in  the 
instant  procurement. 

8.  Data  Repository.  A  DOD  entity  responsible  for  reciev- 
ing,  cataloging,  storing,  and  retrieving  technical  data 
/Ref.  6 : App .  B/. 

9.  Deferred  Delivery.  The  specification  in  a  contract  of 
that  data  whichjwill  be  delivered  but  not  including  a 
delivery  date  /Ref.  6: App.  b7. 

10.  Deferred  Ordering.  The  practice  of  delaying  the  order¬ 
ing  of  data  until  the  need  is  determined 

/Ref.  6: App.  B7. 

11.  Deferred  Requisitioning.  The  situation  in  which  the 
contract  specifies  the  type,  format,  and  range  of  data 
that  the  contractor  is  obligated  to  remain  capable  of 
delivering  when  requisitioned  by  the  Government  includ¬ 
ing  ordering  conditions  and  pricing  terms 

/Ref.  6 :App.  b7. 

12.  Design  Control  Activity.  The  contractor  of  Government 
activity  assigned  responsibility  for  the  design  of  a 
particular  part  and  for  the  preparation  and  maintenance 
of  current_engineering  drawings  and  technical  data  for 
the  part  /Ref.  7:S6-103.97. 

13.  Direct  Purchase.  The  purchase  of  a  part  from  the  actu¬ 
al  manufacturer  of  the  part,  including  a  prime  system 
contractor  who  is  the  actual  manufacturer  of  a  part 
/Ref.  7:S6-103.87. 

14.  Replenishment  Spare  Part.  A  consumable  or  repairable 
part  purchased  after  provisioning  of  that  part  for  re¬ 
placement,  replenishment  of  stock,  or  use  in  the  main¬ 
tenance,  overhaul,  and  repair  of  equipment 

£Ref.  7:S6-102.11/. 
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15.  Reprocurement  Data.  A  composition  of  specifications, 
plans,  drawings,  standards,  and  other  data  sufficient 
to  permit  the  competitive  follow-on  procurement  of  an 
item  /[Ref.  6:App.  B 7. 

16.  Technical  Data.  Specifications,  plans,  drawings,  a..d 
standards  used  to  describe  the  Government's  require¬ 
ments  for  acquisition  /Ref.  7:S6-103.127. 

G.  ORGANIZATION  OF  THE  STUDY 

This  study  provides  an  introduction  into  the  background 
and  issues  surrounding  replenishment  spare  parts  breakout  in 
Chapter  II.  The  breakout  process  is  placed  in  the  context  of 
the  spare  parts  acquisition  process  within  the  larger  context 
of  the  major  systems  acquisition  process.  An  overview  of  the 
DOD  Replenishment  Spare  Parts  Breakout  Program  is  provided  as 
well  as  some  of  the  major  issues  surrounding  breakout 
procedures . 

The  MCLB  Albany  Replenishment  Spare  Parts  Breakout  Pro¬ 
gram  evolution  up  to  it's  present  stage  of  development  will 
be  discussed  in  Chapter  III. 

Chapter  IV  will  present  a  composite  of  the  objectives  and 
requirements  of  the  prevailing  regulations  and  policy.  Next, 
the  breakout  process  prescribed  by  the  DOD  Replenishment 
Spare  Parts  Breakout  Program,  DAR  Supp.  6,  will  be  evaluated 
in  terms  of  the  composite  objectives  and  requirements. 

A  comprehensive  breakout  strategem  tailored  for  MCLB 
Albany  will  then  be  presented  as  a  result  of  the  analysis  and 
attendant  research  in  Chapter  V. 


II.  FRAMEWORK 


A.  INTRODUCTION 

The  procurement  of  replenishment  spare  parts  is  most 
often  portrayed  in  the  context  of  standard  supply  proce¬ 
dures,  that  ongoing  process  of  replenishing  those  inventories 
of  spare  parts  managed  by  the  cognizant  item  manager  in  a 
Service's  inventory  control  point  (ICP) .  The  aspects  of  ac¬ 
tually  acquiring  these  system  parts  from  private  industry, 
and  the  dependence  of  the  procurement  method  to  be  utilized 
upon  adequate  planning  for  spares  procurement  early  in  the 
supported  system's  acquisition  process,  necessarily  place  re¬ 
plenishment  spare  parts  procurement,  and  breakout,  in  the 
context  of  the  systems  acquisition  process. 

B.  THE  SPARE  PARTS  ACQUISITION  PROCESS 

Generally  speaking,  spare  parts  are  acquired  through  two 
distinct  and  separate  processes,  initial  provisioning  and  re¬ 
plenishment.  During  initial  production  of  a  weapon  system. 
Government  and  prime  contractor  personnel  participate  in  pro¬ 
visioning  conferences  and  make  decisions  concerning  the  spare 
parts  required  in  an  initial  provisioning  package  for  use 
during  fielding  of  the  system  including  prices,  method  of  ac¬ 
quisition,  and  sources  of  supply.  Parts  identified  that  are 
peculiar  to  the  system  are  usually  procured  from  the  prime 


contractor.  Those  parts  which  are  not  peculiar  to  the  system 
are  usually  procured  from  the  prime  contractor.  Those  parts 
which  are  not  peculiar  to  the  instant  system  are  issued  from 
the  cognizant  Service,  Defense  Logistics  Agency  (DLA) ,  or 
General  Service  Agency  (GSA)  stocks.  As  the  system  -under 
production  is  fielded  and  matures,  the  provisioning  package 
of  spare  parts  is  exhausted  through  repairs  and  maintenance 
of  the  systems  fielded.  Follow-on  procurement  of  spare  parts 
to  replenish  these  exhausted  inventories  is  consequently 
dubbed  replenishment  spare  parts. 

Notwithstanding  that  provisioning  and  replenishment  are 
distinct  and  separate  processes,  planning  for  spares  procure¬ 
ment  early  in  the  acquisition  process  and  provisioning  are 
critical  to  the  capability  for  competitive  procurement  of  re¬ 
plenishment  spare  parts.  The  failure  of  the  contractor  to  i- 
dentify  the  actual  manufacturer  of  vendor  provided  spare 
parts  or  failure  to  provide  a  sufficient  procurement  data 
package  with  unlimited  rights  for  those  parts  he  produces  can 
render  future  competitive  procurement  of  replenishment  spare 
parts  difficult  and  costly,  if  not  impossible. 

C.  BREAKOUT  OVERVIEW 

The  process  of  improving  the  competitive  status  of  re¬ 
plenishment  spare  parts  through  identification  of  the  actual 
manufacturers  and  development  of  other  qualified  sources  is 
governed  by  the  requirements  and  direction  in  DAR  Supp.  6. 


The  objective  of  the  Program  is  to  reduce  costs  by  the  break¬ 
out  of  consumable  or  repairable  replenishment  spare  parts 
from  other  than  the  prime  system  contractor  while  maintaining 
the  integrity  of  the  system  and  the  equipment  within  which 
the  parts  will  be  utilized.  The  program  calls  for  the  Gov¬ 
ernment's  application  of  sound  engineering  and  business  man¬ 
agement  in  decisions  involving  the  feasibility  and  economic 
advisability  fo  removing  the  restraints  to  breakout  to  compe¬ 
titive  procurement  discovered  during  breakout  screening. 

Screening  for  breakout  candidates  is  to  be  accomplished 
as  early  as  possible  to  determine  the  technical  and  econom¬ 
ical  characteristics  of  a  part  which  will  affect  it's  poten¬ 
tial  for  breakout  to  competition.  The  regulation  prescribes 
effective  utilization  of  resources  in  accomplishing  breakout 
and  suggests  the  application  of  priorities  in  assuring  the 
concentration  of  breakout  efforts  of  those  parts  which'  offer 
the  greatest  potential  for  breakout  and  potential  savings. 

Another  facet  of  the  DOD  Program  is  it's  emphasis  on  sup¬ 
porting  the  socio-economic  objectives  of  the  Small  Business 
Association  (SBA) .  Small  and  small  disadvantaged  businesses 
are  to  be  afforded  the  opportunity  to  supply  parts. 

/Ref.  7:S6-1047  Essentially,  the  Government  will  provide  any 
firm  the  opportunity  to  demonstrate  it's  ability  to  satisfy 
the  Government's  requirements  in  an  expeditious  qualification 
evaluation  regardless  of  the  part's  annual  buy  value.  Surplus 
parts  suppliers  will  be  considered  as  viable  sources.  All 


potential  suppliers  must  provide  the  evidence  necessary  for 
qualification  at  their  own  expense,  however.  Procurement 
organizations  must  provide  resident  Small  and  Small  Disadvan¬ 
taged  Business  Utilization  ( SADBU)  Specialists  and  Small 
Business  Administration  Procurement  Center  Representatives 
(PCRs)  the  opportunity  to  participate  in  all  acquisition 
method  coding  conferences  at  both  Government  and  contractor 
locations.  /Ref.  7:S6-1057 

During  the  provisioning  process,  the  contractor  provides 
provisioning  parts  lists  (PPLs)  which  list  those  initial 
parts  that  the  contractor  recommends  that  the  Government  pro¬ 
cure  for  fielding  the  system  under  production. 

/Ref.  l:p.  217  The  Government  evaluates  the  lists  for  need 
utilizing  maintenance  records  and  simulation  techniques  in  an 
iterative  process  called  Logistics  Support  Analysis  (LSA) . 
Once  the  PPLs  are  validated,  they  can  be  screened  for  initial 
assignment  of  spare  part  acquisition  method  codes  (AMCs)  and 
acquisition  method  suffix  codes  (AMSCs) .  The  AMCs  are  as¬ 
signed  by  Government  technical  personnel  to  a  part  to  provide 
the  contracting  officer  with  summary  information  concerning 
the  acquisition  method  recommended  and  sources  which  may  be 
solicited  during  acquisition  of  the  part.  The  AMSCs  are  as¬ 
signed  to  provide  additional  information  about  a  part  such  as 
engineering,  manufacturing,  and  technical  data.  The  AMC/ 
AMSCs  are  assigned  by  Government  technical  personnel  taking 


into  consideration  all  available  data  on  a  part  including  the 
prime  system  contractor's  recommendations.  These  recommenda¬ 
tions  may  include  contractor  technical  information  codes 
(CTICs)  which  provide  information  concerning  technical  data 
for  the  part.  Contractor  recommendations  for  the  assignment 
of  AMC/AMSCs  are  to  be  reviewed  critically  and  considered  as 
just  recommendations  and  not  accepted  at  face  value. 

/Ref.  7:S6-3027  The  assignment  of  AMC/AMSCs  includes  the  es¬ 
tablishment  of  review  dates  for  subsequent  review  and  pro¬ 
gressive  upgrade,  if  possible,  of  the  competitive  status  of  a 
part.  Competitive  status  is  preferred  followed  by  direct 
procurement  of  a  part  from  the  actual  manufacturer. 

Current  Directives  prescribe  a  dual  faceted  AMC/AMSC 
screening  process  to  initially  assign  the  codes  to  parts 
entering  the  inventory  during  fielding  and  to  periodically 
review  the  codes  assigned  by  screening  machine  produced  pro¬ 
jections  of  the  following  year's  annual  buy  requirement  for 
a  part.  In  the  interest  of  cost  efficiency,  all  parts  are 
not  required  to  be  screened  annually,  rather  only  those  with 
an  expiring  review  date  established  during  the  last  review. 
Additionally,  only  those  parts  with  a  projected  annual  buy 
value  in  excess  of  $10,000  are  required  to  be  screened  and 
then  only  until  such  time  as  they  are  assigned  a  code  indi¬ 
cating  direct  or  competitive  procurement. 


D.  EVOLUTION  OF  THE  DOD  SPARE  PARTS  BREAKOUT  PROGRAM 

Generally  speaking,  DOD  has  experienced  considerable 
longstanding  problems  in  realizing  competitive  savings 
through  breakout  /Ref.  10 :p.  l7»  The  original  DOD  breakout 
program  was  established  in  1963  with  the  joint  service  regu¬ 
lation,  High  Dollar  Spare  Parts  Breakout  Program,  published 
in  1969.  The  stated  objective  of  this  program  was  to  screen 
replenishment  spare  parts  as  early  as  possible  to  identify 
those  parts  with  high-dollar  value  and  to  reduce  the  cost  of 
high-dollar  parts  by  breaking  their  procurement  out  from  the 
prime  weapon  system  contractor  for  either  competition  or  pro¬ 
curement  from  the  actual  manufacturer.  In  1983  the  subcom¬ 
mittee  on  Legislation  and  National  Security,  House  Committee 
on  Government  Operations  held  hearings  on  the  DOD  Breakout 
Program  and  in  June  1983,  DOD  issued  a  revised  regulation, 

DOD  Replenishment  Spare  Parts  Breakout  Program,  Defense  Ac¬ 
quisition  Regulation  (DAR)  Supplement  Number  6. 

/Ref.  10 :p.  1 7  Later  in  April,  1984  the  DAR  Supp.  6  was  in¬ 
corporated  into  the  DOD  Federal  Acquisition  Regulation  (FAR) 
Supplement.  The  revised  breakout  regulation  contains  changes 
intended  to  enhance  efforts  in  breakout  and  competition 
/Ref.  10 :p.  27.  The  same  procedures  are  utilized  as  in  the 
old  regulation,  but  several  of  the  AMC  and  AMSC  codes  have 
been  changed  or  deleted  and  wording  of  the  order  has  been 
clarified. 
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E.  ISSUES  SURROUNDING  BREAKOUT 
1.  Relative  Priorities 

The  successful  breakout  of  a  part  requires  adequate 
planning  for  competitive  procurement  of  spare  parts  early  in 
the  weapon  system  acquisition  process.  The  Acquisition  Proj¬ 
ect  Officer  (APO)  must  satisfy  the  competing  objectives  of 
cost,  schedule,  readiness,  and  affordability.  Historically, 
spare  parts  considerations  have  not  received  the  highest 
priority,  partly  due  to  the  illusive  nature  of  logistics  sup¬ 
port  and  spare  parts  costs.  As  a  result,  acquisition  strat¬ 
egies  have  not  focused  on  the  creation  and  preservation  of 
the  necessary  ingredients  for  competitive  replenishment  spare 
parts  procurement.  /Ref.  ll:pp.  2-21' 7  During  the  system  ac¬ 
quisition  process,  in  initial  production,  the  time  frames  for 
accomplishing  the  myriad  of  Logistics  Support  Analysis  (LSA) 
and  provisioning  tasks'  is  so  constrained  that  the  necessary 
ingredients  to  competively  procure  replenishment  spares  are 
difficult  to  establish  even  if  prescribed  in  the  acquisition 
strategy.  Actual  manufacturers  of  spares  are  not  adequately 
identified,  adequate  data  packages  are  not  obtained  and  re¬ 
strictive  contractor  recommended  acquisition  method  codes  are 
accepted  without  challenge.  /Ref.  3:pp.  2-22 7.  While  the  ac¬ 
complishment  of  all  the  maintenance  and  repair  decisions,  ec¬ 
onomic  analysis  of  acquisition  alternatives,  and  resulting 
procurement  actions  in  such  extreme  time  frames  meet  initial 
need  dates  and  usually  ensure  that  spares  are  on  hand,  the 
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seeds  for  competitive  procurement  remain  unsown.  As  a  re¬ 
sult,  most  weapon  systems  peculiar  spares  are  procured  from 
the  prime  contractor.  /Ref.  3:pp.  2-22/. 

The  actual  replenishment  process  at  procurement  ac¬ 
tivities  presents  conflicting  priorities.  At  times  the  prior¬ 
ity  or  urgency  of  a  requirement  as  well  as  the  timing  of  it's 
funding  do  not  allow  time  for  adequate  screening  for  breakout 
to  competitive  procurement  /Ref.  8:p.  9,  Ref.  9:p.  A/ 

2 .  Personnel  Resources 

The  breakout  procedure  is  complex  and  time  consuming. 
The  procedure  requires  a  significant  number  of  additional  man 
years  of  effort  in  the  acquisition  process  to  maintain  pres¬ 
ent  procurement  leadtimes  and  not  seriously  erode  readiness. 
/Ref.  12/  The  Secretary  of  Defense  has  mandated  provision  of 
adequate  resources  /Ref.  137. 

3 .  Training 

Besides  the  additional  man  years  of  effort  involved 
in  the  screening  of  spare  parts ,  developing  procurement  data 
packages,  and  qualifying  additional  sources,  the  nature  of 
these  activities  will  require  additional  training  and  re¬ 
cruitment  of  technical  personnel  with  increasingly  higher 
skill  levels.  For  example,  the  development  of  data  packages 
and  additional  sources  requires  knowledge  of  manufacturing 
processes  and  techniques,  industry  conditions,  and  post  man- 
ufature  safety  and  critical  part  characterisics 
considerations.  /Ref.  7:S6-102,  Ref.  l:p.  xv;  Ref.  pp.  5-117 
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4 .  Technical  Data 


Issues  in  the  management  of  technical  data  have  prov¬ 
en  particularly  troublesome  in  the  competitive  procurement  of 
spare  parts  /Ref.  l:p.  xv7.  To  procure  spare  parts  competi¬ 
tively,  the  services  must  possess  or  obtain  an  adequate  pro¬ 
curement  data  package.  As  the  data  making  up  these  packages 
cannot  be  produced  until  the  freezing  of  design,  they  may  not 
be  available  for  one  and  one  half  to  two  years  after  the 
first  production  contract  award  /Ref.  l:p.  25/.  As  a  result, 
the  first  two  or  three  year's  production  buys  of  parts  are 
sometimes,  of  necessity,  bought  prior  to  the  procurement  data 
package  becoming  available.  Contract  terms  and  use  of 
clauses  is  crucial  to  receiving  adequate  procurement  data 
packages  with  unlimited  rights  for  competitive  procurement. 
The  Defense  Acquisition  Regulation  (DAR)  clauses  which  are 
critical  to  receiving  sufficient  rights,  or  at  least  becoming 
aware  of  limited  rights  early  in  the  acquisition  process,  are 
DAR  7-104.9  Rights  in  Technical  Data  and  DAR  7-2003.61  prede¬ 
termination  of  Rights  in  Technical  Data  /Ref.  6:pp.  5-167. 
Basically,  the  DAR  pronounces  Government  ownership  of  data 
developed  at  Government  expense  for  a  Government  contract, 
and  allows  contractor  retention  of  rights  of  data  developed 
at  a  contractor's  own  expense.  Unfortunately,  the  DAR  does 
not  sufficiently  define  the  criteria  for  development  at  pri¬ 
vate  expense.  In  practice,  this  results  in  relatively  uncon¬ 
strained  use  of  restrictive  data .markings .  Compounding  the 


application  of  restricted  markings,  DAR  7-104.9  provides  for 
protection  of  limited  rights  in  perpetuity,  even  though  tech¬ 
nological  change  or  other  factors  make  the  limitations  mean¬ 
ingless.  /Ref.  3 : p .  2-177  The  data  making  up  a  reprocurement 
data  package  must  be  functionally  adequate  to  enable  a  compe¬ 
tent  supplier  in  the  same  field  to.  produce  the  part  without 
additional  design  effort  on  his  part.  /Ref.  5:p.  97  The 
package  should  be  constructed  from  a  bidder's  viewpoint.  Ba¬ 
sically,  if  unlimited  rights  to  the  manufacturing  process  is 
provided,  the  package  should  tell  how  to  produce  the  part. 

If  limited  rights  are  provided  the  package  should  tell  the 
bidder  what  he  must  do  to  manufacture  the  part. 

/Ref.  17:pp.  13-2^7  These  packages  usually  contain  detailed 
production  engineering  drawings,  specifications,  standards, 
manufacturing  process  characteristics,  lists  of  materials,  and 
exhibits.  In  practice,  the  data  may  not  reflect  key  manufac¬ 
turing  know  how  necessary  to  satisfactorily  produce  a  part. 

The  problems  in  ascertaining  whether  a  data  package  is 

sufficient  for  successful  competitive  procurement  is  exacer¬ 
bated  by  the  difficulty  encountered  in  data  price  analysis. 
Very  little  research  or  direction  has  evolved  which  estab¬ 
lishes  the  intrinsic  value  of  technical  data.  /Ref.  19 :p.  17 
Available  research  merely  identifies  the  various  factors 
which  tend  to  increase  or  decrease  the  cost  of  data 
/Ref.  19 :p.  287*  See  Appendix  B.  The  establishment  of  stan¬ 
dards  for  the  cost  of  data  items  is  precluded  by  the  wide 


variation  in  which  the  cost  of  data  development  and  prepara¬ 
tion  is  charged  to  the  Government  /Ref.  19 :p.  597.  Although 
data  pricing  would  appear  to  be  reduced  to  a  "what  the  mar¬ 
ket  will  bear"  approach,  /Ref.  1 87,  the  research  indicates 
that  data  costs  ’’can  be  controlled  and  to  a  certain  extent 
minimized"  /Ref.  19 :p.  597. 

Data  for  the  successful  competitive  procurement  of  re¬ 
plenishment  spares  is  often  not  procured,  due  to  competing 
funds  requirements  and  the  lack  of  planning  for  competitive 
spares  procurements.  A  General  Accounting  Office  (GAO)  audit 
reported  that  DOD  activities  have  often  ordered  and  paid  for 
data  they  never  received  /Ref.  20 :p.  l7.  Contributing  to 
nonreceipt  were  the  wording  of  contracts,  nonexistent  pend¬ 
ing  or  data  due  tickler  systems,  and  unclear  assignment  of 
duties  involving  receiving,  inspecting,  and  accepting  data 
prior  to  payment  /Ref.  20 :p.  3 £7.  Inspection  procedures  were 
found  inadequate  in  that  as  a  general  rule,  technical  data, 
which  is  provided  in  aperture  card  form  on  microfilm,  is 
screened  on  a  random  basis  for  legibility  and  reproducibility. 
There  was  no  evidence  that  the  data  was  reviewed  for  accept¬ 
ability  in  terms  of  adequacy  for  the  purpose  acquired 
/Ref.  20 :p.  397. 

Once  acquired,  technical  data  is  often  not  utilized 
for  competitive  procurement  for  a  variety  of  reasons.  Assum¬ 
ing  that  unlimited  rights  are  received,  the  delivery  schedule 
of  data  items  is  usually  lef.t  up  to  the  contractor.  This 
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peacemeal  receipt  of  various  drawings  or  specification  is 
complicated  by  the  nature  of  technical  data  itself.  There 
are  varying  requirements  for  data  items  specified  by  standard 
and  tailored  Data  Item  descriptions  (DIDs)  in  the  Contract 
Data  Requirements  List  (DCRL)  which  satisfy  such  service  uses 
as  compiling  stock  lists  and  training  manuals.  The  assem- 
blance  of  all  the  drawings,  specifications,  and  lists  as  a 
reprocurement  package  may  be  incidental  to  each  data  item's 
initial  use.  Data  repositories  are  predominantly  manual  la¬ 
bor  intensive  systems  with  substantial  opportunity  for  losing 
or  misfiling  a  drawing  package  /Ref.  9:p.  47.  Even  if  tech¬ 
nical  data  is  available  in  a  service  repository,  the  opera¬ 
tional  requirement  for  a  part  may  not  allow  time  for  assem¬ 
bling  a  data  package  for  procurement.  The  common  procedure 
in  completing  a  package  is  to  locate  the  top  drawings  and, 
tracing  backwards,  locate  all  subsidiary  drawings  and  speci¬ 
fications  noted  on  each  drawing.  The  process  ends  when  no 
additional  items  can  be  found.  /Ret.  9;p.  4;  Ref.  6:pp.  5-£7 
5.  A  Conflict  of  Interest 

The  last  issue  noted,  surrounding  replenishment  spare 
parts  breakout,  is  an  objection  to  the  provisions  of  the  DOD 
replenishment  spare  parts  breakout  regulation  by  the  National 
Pooling  and  Machining  Association  (NTMA) .  Small  Business  Ad¬ 
ministration  and  NTMA  officials  have  expressed  objections  to 
prime  contractor  involvement  in  the  acquisition  method  coding 
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conferences  without  small  business  representation. 

/Ref.  10 :p.  47  A  recent  DOD  Inspector  General’s  report  on 
technical  data  use  in  competitive  procurement  states  that 
"Prime  contractors  have  much  to  gain  in  the  form  of  sales  of 
spare  parts,  by  recommending  restrictive  codes  that  would 
cause  the  Government  to  solicit  future  buys  from  these  firms 
exclusively"  /Ref.  20 :p.  217.  The  DOD  breakout  regulation 
specifically  requires  procurement  activities  to  provide  both 
small  business  PCRs  and  SADBU  specialists  the  opportunity  to 
participate  in  all  coding  conferences.  The  NTMA  objections 
would  appear  better  directed  towards  SBA's  ability  to  provide 
sufficient  travel  funding  and  personnel  to  participate  in 
these  conferences  however  /Ref.  8:p.  97. 

F .  SUMMARY 

The  DOD  breakout  program  has  been  in  existence  for  some 
20  years.  Implementation  has  proved  to  be  a  complex  and 
lengthy  ordeal  requiring  revitalization  by  DOD  with  DAR  Supp. 
6.  /Ref.  l:p.  2 77  The  revised  program  fixes  responsibility 
for  implementation  of  its  policies  with  the  Commanders  of  DOD 
activities  with  breakout  screening  responsibility.  Each  Com¬ 
mander  must  assign  a  breakout  program  manager  to  serve  as 
program  focal  point,  assist  in  implementation,  and  monitor 
ongoing  breakout  efforts.  /Ref.  l:p.  277  In  the  Marine  Corps 
the  Commanding  General,  Marine  Corps  Logistics  Base  (MCLB) 
Albany,  Georgia  has  full  responsibility  for  replenishment 


III.  THE  MARINE  CORPS  LOGISTICS  BASE  ALBANY 
REPLENISHMENT  SPARE  PARTS  BREAKOUT  PROGRAM 

A.  THE  MARINE  CORPS  SPARE  PARTS  PROCUREMENT  PROCESS 

The  Marine  Corps  spare  parts  procurement  process  is  under 
the  cognizance  and  direction  of  the  Deputy  Chief  of  Staff  for 
Installations  and  Logistics.  The  Marine  Corps  makes  use  of 
other  Service  and  Defense  Logistics  Agency  (DLA)  Management 
of  the  acquisition  of  weapon  systems  and  spare  parts  to  the 
maximum  extent  possible  as  a  matter  of  policy  /Ref.  l:p.  1217. 
Of  the  300,000  spare  parts  utilized  by  the  Marine  Corps,  only 
22,000  are  managed  by  the  Corps  itself.  Of  the  22,000,  most 
are  consumable  items.  Of  the  consumables  only  about  6,300 
are  actually  stocked,  with  the  rest  bought  on  demand 
/Ref.  l:p.  187.  Some  Marine  Corps  systems  or  end  items  are  * 
procured  through  Headquarters  Marine  Corps,  but  major  systems 
are  purchased  for  the  Marine  Corps  by  the  various  Navy  Sys¬ 
tems  Commands  and  the  U.S.  Army  Tank  and  Automotive  Command. 
Spare  parts  for  Marine  aircraft  are  managed  by  the  Navy  with 
the  majority  of  the  consumable  spare  parts  used  by  the  Marine 
Corps  managed  by  DLA  /Ref.  187.  The  Marine  Corps  manages 
spare  parts  for  which  it  is  the  primary  inventory  control 
point  (ICP)  at  the  Marine  Corps  Logistcs  Base  (MCLB)  Albany, 
Georgia  /Ref.  18 7/  The  Marine  Corps  accomplishes  provision¬ 
ing  for  these  parts  and  for  some  which  support  Marine  weapon 
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systems  procured  by  the  other  Services  in  a  joint  Head¬ 
quarters  Marine  Corps,  MCLB  Albany  effort.  MCLB  Albany 
manages  replenishment  spare  parts  through  the  Weapon  System/ 
Equipment  Management  (WS/EMs)  Directorate.  The  inventory  or 
item  managers  in  the  WS/EMs  Directorate  manage  both  provi¬ 
sioning  and  supply  functions  /Ref.  217.  The  automated  inven¬ 
tory  control  system  produces  computer-generated  purchase 
requests  which  when  reviewed  for  accuracy  and  "scrubbed"  for 
errors  by  the  cognizant  Item  Manager,  are  funded  and  passed 
to  the  Contracts  Division  to  accomplish  procurement  /Ref.  18/. 
MCLB  Albany  accomplishes  requirements  forecasting  and  budg¬ 
eting  for  replenishment  spares  utilizing  a  mechanized  strati¬ 
fication  process.  The  stratification  program  is  designed  for 
use  on  a  quarterly  basis  or  as  required  /Ref.  227. 

B.  REPLENISHMENT  SPARE  PARTS  BREAKOUT 

The  origin  of  replenishment  spare  parts  breakout  at  MCLB 
Albany  dates  back  to  the  issuance  of  the  joint-service,  DOD 
High  Dollar  Spare  Parts  Breakout  Program  regulation  in  1969. 
The  program  received  added  emphasis  in  1982  when  MCLB  Albany 
published  the  MCLB  Albany  base  order.  High  Dollar  Spare  Parts 
Breakout  Program,  and  in  1983  when  DOD  published  the  revised 
DOD  Replenishment  Spare  Parts  Breakout  Program,  DAR  Supp.  6 
/Ref.  187.  Early  efforts  in  breakout  at  MCLB  Albany  cen¬ 
tered  around  individual  buyers  in  the  Contracts  Division  iden- 
spare  parts  candidates  for  which  additional  sources 
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could  be  identified  or  qualified,  a  process  described  by  cog¬ 
nizant  personnel  as  "targets  of  opportunity"  /Ref.  187 •  The 
program  was  expanded  under  the  High  Dollar  Spare  Parts  Break¬ 
out  Program.  The  MCLB  Albany  order  placed  the  program  under 
the  cognizance  of  the  Director,  Technical  Operations  Divi¬ 
sion.  This  program  prescribed  a  dual  approach  to  spare  parts 
breakout.  It  provided  for  technical  operations  liaison  with 
the  Provisioning  Division  for  selective  screening  of  MCLB 
Albany  managed  provisioning  spare  parts  for  assignment  of 
procurement  method  and  procurement  method  suffix  codes  (PMC/ 
PMSCs)  and  to  identify  high  dollar  provisioning  candidates 
for  direct  or  competitive  procurement.  The  order  offically 
established  MCLB  Albany's  utilization  of  the  spare  parts 
stratification  process  prescribed  by  the  Joint  Service  order 
for  replenishment  spare  parts  screening,  and  review  of  PMC/ 
PMSCs.  The  stratification  program  produces  conputer  listings 
of  the  forecast  requirements  for  replenishment  spare  parts 
for  the  next  twelve  months  called  "post  grid  extract  list¬ 
ings"  /Ref.  147.  The  listings  provide  the  projected  require¬ 
ments  in  descending  annual  buy  value.  The  Joint  Service  High 
Dollar  Breakout  order  classified  a  high  dollar  spare  part  as 
any  spare  part  included  in  a  list  of  high  dollar  items  ranked 
in  descending  order  of  annual  buy  value.  The  annual  buy  val¬ 
ue  was  computed  by  multiplying  the  unit  price  times  the  an¬ 
nual  buy  quantity.  High  dollar  spares  were  those  which 
represented  at  least  eighty  per  cent  of  the  total  forecast 


amount  to  be  spent,  when  measured  in  descending  order  from 
the  highest  annual  buy  item.  The  joint  order  required  sep- 
erate  stratification  and  screening  of  both  provisioning  and 
replenishment  spare  parts  meeeting  the  high  dollar  criteria. 
The  MCLB  Albany  order  further  established  a  $2,500  threshold 
on  screening  for  replenishment  spare  parts.  With  the  is¬ 
suance  of  DAR  Supplement  Number  6  in  1983,  the  screening 
threshold  for  replenishment  spare  parts  was  raised  to  $10,000 
in  accordance  with  the  DOD  regulation.  Under  this  system, 
personnel  in  the  Technical  Operations  Division  screened  the 
stratification  listings  for  review  of  PMC/PMSC  codes,  now 
called  AMC/AMSC  codes,  under  DAR  Supp.  6  utilizing  the  volu¬ 
minous  decision  process  in  the  Supplement  as  a  guide.  At  the 
present  time,  MCLB  Albany  does  not  utilize  any  other  decision 
model  or  internally  produced  decision  tables  or  forms  such  as 
the  U.S.  Air  Force,  AFLC  Form  761  Screening  Analysis  Work¬ 
sheet  utilized  in  making  breakout  decisions  by  Air  Force 
Logistics  Centers  /Ref.  18;  Ref.  14;  Ref.  237.  A  copy  of 
AFLC  Form  761  is  provided  in  Appendix  B. 

Breakout  actions  have  been  accomplished  at  MCLB  Albany 
under  the  present  program  and  in  some  cases  savings 
have  been  realized.  In  other  cases,  problems  such  as  sched¬ 
ule  delays,  quality  control,  and  actual  default  have  occurred 
with  the  development  of  additional  sources  and  competitive 
procurement.  /Ref.  187 
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At  the  present  time,  the  replenishment  spare  parts  break¬ 
out  program  is  not  fully  developed  as  a  continuous  ongoing 
process.  Cognizance  for  the  program  has  been  transferred  to 
the  newly  formed  Competition  Advocate's  Office  during  recent 
reorganization  /Ref.  1£7«  The  Competition  Advocate's  Office 
is  presently  being  manned  with  twenty  seven  acquisition,  en¬ 
gineering,  and  technical  specialists  including  procurement 
specialists,  contract  price  analysts,  engineers,  idustrial 
specialists,  data  transcribers,  and  quality  assurance  spe¬ 
cialists  to  accomplish  a  variety  of  initiatives  in  the  com¬ 
petitive  acquisition  and  price  control  of  spare  parts.  These 
initiatives  include  a  program  for  evaluation  of  data  packages 
received  from  prime  contractors .  Selected  packages  are  sent 
to  the  Naval  Weapons  and  Engineering  Support  Activity 
(NAVWESA) ,  U.S.  Navy  Yard,  Washington  D.C.  According  to  some 
sources,  this  process  is  extremely  time  consuming,  sometimes 
taking  one  and  one  half  to  three  years,  due  to  NAVWESA  back¬ 
logs.  Unfortunately,  the  Marine  Corps  has  not  historically 
possessed  sufficient  funding  for  contracting  out  for  evalua¬ 
tion  as  is  the  practice  at  Air  Force  Logistics  Centers 
/Ref.  18/.  The  recruitment  of  engineering  talent  for  the 
Competition  Advocate's  Office  should  provide  in  house  capa¬ 
bility  for  data  evaluation.  Other  initiatives  underway  which 
will  enhance  replenishment  spares  breakout  include  develop¬ 
ment  of  spares  acquisition  policy  guidance,  (Draft  Marine 
Corps  Order  (MCO)  4200. 22D,  Marine  Corps  Replenishment  Spare 
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Parts  Breakout  Program) ,  improvements  in  contracting  tech¬ 
niques,  and  a  mechanized  Technical  Data/Configuration  Manage¬ 
ment  System  (TD/CMS)  to  manage  the  approximately  two  million 
drawings  in  the  MCLB  Albany  data  repository 
/Ref.  8:p.  7;  Ref.  247* 
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IV.  THE  DEFENSE  ACQUISITION  REGULATION 
SUPPLEMENT  NUMBER  6  BREAKOUT 
PROCESS-EVALUATION  FOR  APPLICATION 

A.  GENERAL 

A  literature  review  and  personal  interviews  were  conduct¬ 
ed  to  determine  the  DOD  and  Marine  Corps  policies  and  regula¬ 
tions  relevant  to  the  breakout  of  replenishment  spare  parts 
and  to  identify  the  corresponding  objectives  and  requirements 
of  the  existing  guidance. 

The  most  pronounced  phenomenon  experienced  by  one  re¬ 
searching  spare  parts  procurement  is  the  sheer  magnitude  of 
policy  guidance  which  has  been  generated.  Breakout  as  one  of 
the  methods  of  achieving  competition  in  the  procurement  of 
spare  parts  is  necessarily  related  to  competitive  procurement 
in  general.  Competitive  procurement  involves  a  widerange  of 
issues  and  techniques  either  in  use  or  proposed  by  policy 
makers  and  practitioners.  To  maintain  the  scope  of  research, 
only  those  objectives  and  requirements  which  were  clearly 
related  to  the  issues  surrounding  breakout  were  analyzed  to 
form  a  composite  for  evaluation  of  the  DOD  Breakout  Program 
and  to  prescribe  a  replenishment  spare  parts  breakout  program 
tailored  for  MCLB  Albany,  Georgia. 


B.  OBJECTIVES 


The  central  and  stated  objective  of  the  DOD  Replenish¬ 
ment  Spare  Parts  Program  is  to  reduce  DOD  costs  in  the  pro¬ 
curement  of  replenishment  parts.  According  to  doctrine,, 
this  objective  is  met  by  breakout  of  replenishment  parts  for 
purchase  from  other  than  the  prime  weapon  system  contractor. 
/Ref.  7 : S6-1027 

From  this  central  objective  is  the  corollary  that  break¬ 
out  action  should  be  cost  effective  over  the  projected  pro¬ 
gram  quantity  buy.  Otherwise,  breakout  would  not  reduce 
costs.  The  DOD  Breakout  Program  prescribes  a  25  per  cent 
savings  factor  to  weigh  against  the  costs  expected  to  be  in¬ 
curred  in  a  breakout  directly  to  the  original  manufacturer  or 
under  competitive  procurement  procedures  unless  another  fac-  ■ 
tor  has  been  determined  from  local  conditions  and  experience 
/Ref.  7:S6-303.57. 

Basic,  but  central  to  the  breakout  concept,  is  the  ob¬ 
jective  or  results  of  the  breakout  screening  process  itself. 
The  process  should  provide  the  contracting  officer  with  sum¬ 
mary  information  concerning  the  recommended  procurement 
method  and  sources  of  supply  which  may  be  solicited. 

/Ref.  7:S6-1027 

Another  objective  is  that  resources  assigned  to  breakout 
should  be  utilized  in  the  most  effective  manner. 

/Ref.  7:S6-104/  Resources  involved  in  the  breakout  process 


involve  not  only  labor  but  the  requisite  financial  resources 
utilized  to  obtain  technical  data  and  develop  additional 
sources.  /Ref.  11 :p.  127 

The  DAR  Supp.  6  identifies  the  need  for  sound  management 
and  engineering  judgement  in  making  the  decision  to  breakout 
after  taking  into  consideration  the  various  constraints  and 
barriers  to  breakout  encountered  in  the  screening  process . 
This  objective  requires  personnel  resources  and  personnel 
commitment  in  order  to  be  accomplished  effectively. 

/Ref.  77 

Following  the  above  objective  and  as  stated  in  Executive 
Order  12352,  is  the  broad  objective  of  developing  a  profes¬ 
sional  procurement  workforce.  /Ref.  l:p.  1627 

The-  acclaimed  preference  for  competition  in  contemporary 
procurement  literature  is  included  in  the  DOD  Breakout  Pro¬ 
gram  to  establish  the  preferred  breakout  alternative;  break¬ 
out  to  competition  is  preferred  over  breakout  to  direct 
procurement  from  the  actual  manufacturer  of  a  part 
/Ref.  7:S6-1027. 

A  qualification  to  the  preference  for  competitive  pro¬ 
curement  through  breakout  is  to  maintain  the  integrity  of 
the  systems  and  equipment  in  which  the  parts  are  to  be  used. 
This  caveat  in  the  DOD  Breakout  Program  subjects  the  breakout 
decision  to  configuration  control  and  parts  standardization 
considerations.  /Ref.  1  :SS-102/ 


A  qualification  to  the  breakout  process  maintains  readi¬ 
ness  through  supply  support  as  an  objective.  The  DOD  Break¬ 
out  Program  allows  that  an  urgent,  immediate  buy  need  not 
be  delayed  if  thfe  additional  time  required  for  breakout  pro¬ 
cedures  would  surpass  the  required  delivery  date  of  the  parts 
/Ref.  7:S6-1057.  The  definition  of  an  urgent  requirement 
is  apparently  left  to  the  prerogative  of  the  procurement 
organization. 

A  socio-economic  objective  of  the  DOD  Breakout  Program 
is  that  no  firm  will  be  denied  the  opportunity  to  qualify 
as  an  acceptable  source  for  spare  parts.  This  objective  in¬ 
cludes  not  only  small  and  small  disadvantaged  businesses  but 
also  surplus  parts  dealers.  The  DOD  review  of  requests  for 
qualification  will  be  timely  as.  well.  /Ref.  7:S6-10£/ 

As  stated  earlier,  the  policy  guidance  for  competitive 
procurement  is  abundant.  Policy  objectives  and  requirements 
are  often  repeated  or  are  closely  related.  Because  oi  this, 
the  objectives  and  requirements  cited  are  composites. 

C.  REQUIREMENTS 

The  requirements  levied  by  existing  guidance  in  imple¬ 
menting  an  effective  replenishment  spare  parts  breakout  pro¬ 
gram  are  interrelated,  interdisciplinary,  and  in  many  cases 
require  a  total  Service  commitment  for  accomplishment.  The 
successful  planning  for  the  competitive  procurement  of  re¬ 
plenishment  spare  parts  requires  efforts  and  coordination 


with  the  financial,  requirements,  contracting,  technical  ' 
data  management,  and  logistics  support  communities.  In  ac¬ 
cordance  with  the  research  design,  a  composite  of  the  rele¬ 
vant  requirements  for  implementing  replenishment  spare  parts 
breakout  external  to  the  detailed  procedures  stated  in  DAR 
Supp.  6  are  presented  to  evaluate  the  DOD  Program  in  terms  of 
whether  it  meets,  or  sufficiently  provides  for  meeting,  the 
objectives  and  requirements  of  current  policy  and  regulations 

The  foremost  requirement  prevalent  in  various  reports  on 
DOD  procurement  of  spare  parts  policy  statements  is  to  im¬ 
plement  the  features  of  the  DOD  Breakout  Program.  /Ref.  l7 

Spawned  in  the  Defense  Secretary's  published  initiatives 
in  spare  parts  acquisition,  and  echoed  thereafter,  is  the 
mandate  to  provide  the  necessary  resources  to  induce  "desir¬ 
able  breakout"  /Ref.  5 7  This  requirement  involves  the  requi¬ 
site  personnel  resource  commitment  and  may  well  involve  a 
substantial  monetary  commitment  to  procure  required  technical 
data  and  to  develop  additional  supply  sources.  Competitive 
procurement  procedures  themselves  are  administratively  more 
costly  than  sole  source  methods  /Ref.  11 :p.  127 

A  related  requirement  is  to  assign  more  engineering  re¬ 
sources  to  review  technical  data  packages  received  from  con¬ 
tractors.  /Ref.  5 7 

As  stated  earlier,  many  of  the  requirements  for  the  ef¬ 
fective  implementation  of  a  replenishment  spare  parts  break¬ 
out  program  involve  activities  other  than  the  logistics 


support/replenishment  community.  One  such  requirement  is  to 
consider  the  Government’s  right  and  ability  to  breakout  and 
competitively  procure  spare  parts  in  all  contracts  for  de¬ 
fense  systems. 

Such  consideration  would  involve  discontinuing  the  use 
of  Government  specifications  and  discouraging  contractor 
proposed  engineering  designs  which  would  inhibit  subsequent 
competitive  procurement  of  spare  parts.  /Ref.  57 

Carrying  consideration  of  spares  competition  in  contracts 
a  step  further,  is  the  objective  to  make  breakout  of  spare 
parts  a  factor  in  source  selection  for  major  systems. 

/Ref.  57 

Another  such  requirement  is  to  negotiate  contract  pro¬ 
visions  that  reduce  the  contractor's  use  of  proprietary 
rights  in  data.  /Ref.  57 

A  requirement  expressed  in  official  reports  on  defense 
procurement  of  spare  parts  and  various  policy  initiatives  is 
to  further  mechanize  defense  data  repositories  to  improve 
the  acquisition,  receipt,  inspection,  storage  and  retrieval 
of  technical  data.  /Ref.  5;  Ref.  97 

A  broad  requirement  expressed  in  the  literature  on  spare 
parts  procurement  is  to  improve  the  training  of  personnel  in 
the  spare  parts  acquisition  process  to  ensure  proper  empha¬ 
sis  on  DOD  policy  and  initiatives,  understanding  of  require¬ 
ments  and  regulations,  and  to  develop  requisite  skill  levels. 


Last,  but  not  least,  the  Secretary  of  Defense  has  man¬ 
dated  that  nothing  short  of  full  management  commitment,  and 
application  of  technical  expertise  will  be  afforded  the  DOD 
initiatives  of  which  replenishment  spare  parts  breakout  is  a 
key  and  troublesome  part.  ^Ref 1;  Ref.  57 

D.  EVALUATION  FOR  APPLICATION 

An  evaluation  of  the  DOD  Replenishment  Spare  Parts  Break¬ 
out  Program  was  conducted  in  terms  of  whether  the  Program  as 
prescribed  by  DAR  Supp.  6  meets  the  objectives  and  require¬ 
ments  of  current  policy  and  regulations.  It  is  acknowledged 
by  the  researcher  that  policy  and  regulations  in  and  of  them¬ 
selves  contribute  only  guidelines  and  direction  to  the  real¬ 
ization  of  their  stated  purpose.  As  such,  the  breakout 
procedures  in  DAR  Supp.  6  were  evaluated  in  terms  of  whether 
provision  was  made  for  actions  necessary  for  implementation 
of  the  program  by  practitioners  in  the  field  and  whether  the 
procedures,  if  followed,  would  meet  the  objectives  and  re¬ 
quirements  of  current  policy  and  regulations. 

The  basic  objective  of  the  DOD  Breakout  Program  is  to  re¬ 
duce  costs  in  the  procurement  of  replenishment  spare  parts  by 
breakout  of  parts  for  purchase  from  other  than  the  prime 
weapon  system  contractor.  Other  objectives  were  presented 
earlier  in  this  chapter.  The  breakout  process  as  prescribed 
in  DAR  Supp.  6,  establishes  a  screening  process  with  step-by- 
step  instructions  for  examining  the  competitive  status  and 


condition  of  resident  technical  data  for  any  particular  part. 
Provision  is  made  internal  to  the  process  for  quantification 
of  specified  additional  direct  and  indirect  costs  to  the 
Government  for  breakout  involving  the  costs  of  special  tool¬ 
ing,  source  development  and  qualification, correction  of  defi¬ 
cient  data  packages,  purchase  of  data  rights,  and  quality 
control.  The  process,  in  decision  table  fashion,  routes  the 
breakout  decision  maker  through  the  applicable  steps  to  iden¬ 
tify  a  part's  present  competitive  status,  to  identify  the 
necessary  actions  to  improve  the  competitive  status,  quantify 
the  costs  of  improving  the  status,  and  sums  the  costs  for 
comparison  against  the  computed  savings.  The  estimated  sav¬ 
ings  due  to  breakout  are  computed  simultaneously  with  the 
costs  by  multiplying  a  prescribed  25  per  cent  or  actual  lo¬ 
cally  experienced  savings  factor  by  the  remaining  program 
life  buy  value  of  the  part. 

A  recent  Government  Accounting  Office  (GAO)  study  con¬ 
cluded  that  the  DAR  Supp.  6  coding  system  does  not  promote 
competition  and  possesses  the  potential  to  inhibit  competi¬ 
tion  if  competitively  restrictive  codes  were  assigned  improp¬ 
erly  /Ref.  10 :p.  27.  Although  the  DOD  Breakout  Program 
centers  around  the  coding  system  it  provides  a  comprehensive 
program  of  code  assignment  and  systematic  review  which,  if 
followed,  exhausts  the  possibilities  for  improving  -the  com¬ 
petitive  status  of  a  part  through  prescribed  actions  to 


remove  the  barriers  to  competition.  Assuming  the  contemporary 
premise  that  competitive  procurement  of  spare  parts  reduces 
the  cost  to  the  Government  is  valid,  actions  taken  which  re¬ 
sult  in  improved  competitive  status  of  a  part  should  reduce 
costs  if  those  actions  taken  were  cost  effective.  The 
screening  process  is  in  fact  structured  to  ensure  that  ac¬ 
tions  taken  are  cost  effective  over  the  projected  program 
life  buy  value  of  a  part.  If  breakout  personnel  follow  the 
procedures  as  prescribed  and  are  sufficiently  trained  and 
qualified  to  apply  sound  management  and  engineering  judgement 
as  prescribed,  the  DOD  Program  would  appear  to  provide  suf¬ 
ficient  guidance  to  realize  cost  savings  through  competitive 
or  direct  procurement  if  cost  savings  are  to  be  obtained. 

-  The  DOD  Program  satisfies  the  basic  objective  of  provid¬ 
ing  the  contracting  officer  with  summary  information  concern¬ 
ing  the  current  competitive  status  of  a  part.  The  products 
of  the  screening  process  fall  out  at  various  stages  of  the 
65  step  progression  depending  on  the  ability  to  breakout  the 
part  for  direct  or  competitive  procurement,  the  cost  effec¬ 
tiveness  of  doing  so,  and  the  time  available  to  complete 
breakout  efforts  and  yet  meet  the  part  requirement  date.  As 
a  result  of  the  screening  process,  two  codes  are  assigned, 
or  reaffirmed  if  appropriate,  to  a  part.  The  Acquisition 
Method  Code  (AMC)  reflects  the  breakout  technician's  judge¬ 
ment  concerning  the  part's  status  on  a  competitive  to  re¬ 
strictive  scale  of,  respectively,  1  to  5  as  described  in 


Appendix  D  of  this  study.  The  Acquisition  Method  Suffix 
Code  (AMSC)  Supplements  the  AMC  by  explaining  the  rationale 
for  the  AMC  assigned.  Appendix  E  describes  the  AMSCs  and  the 
combinations  of  AMC  and  AMSCs  which  are  considered  meaningful 
or  valid  in  DAR  Supp.  6.  The  sources  which  may  be  solicited 
are  provided  to  the  contracting  officer  upon  his  review  of 
the  individual  part  file  which  is  established  during  the 
screening  process.  The  file  documents  the  screening  conduct¬ 
ed  and  the  results  of  screening,  complete  with  AMC  and  AMSC 
codes  assigned,  sources  identified,  and  economic  evaluations 
leading  to  the  breakout  decision.  Complete  justification  for 
restrictive  coding  assigned,  breakout  decisions,  and  for  pro¬ 
curement  methods  utilized  by  the  contracting  officer  are  doc¬ 
umented  in  the  file.  /Ref.  7:36-303.^7  Abbreviated 
procedures  for  partial  part  screening  are  provided  by  the  DOD 
Breakout  Program  for  use  when  the  procedures  for  full  screen¬ 
ing  cannot  be  accomplished  in  time  to  meet  an  immediate  buy 
requirement.  The  abbreviated  procedure  covers  only  the  es¬ 
sential  technical  and  data  considerations.  /Ref.  7:S6-30£7 
The  DOD  Breakout  Program  makes  certain’  provisions  to  en¬ 
sure  that  resources  assigned  to  breakout  are  utilized  effec¬ 
tively.  The  Program  requires  the  use  of  priorities  in 
ensuring  i that  the  greatest  effort  is  applied  to  breakout 
those  parts  for  which  the  greatest  savings  will  be  realized 
/Ref.  l:p.  1607.  A  $10,000  projected  annual  buy  floor  is 
established  to  preclude  periodic  screening  of  low  value  parts 


with  a  low  potential  for  savings.  Screening  of  all  parts  ex¬ 
ceeding  the  $10,000  threshold  is  not  required  during  sched¬ 
uled  periodic  reviews.  Parts  are  screened  based  on  a 
suspense  date  established  during  initial  or  previous  screen¬ 
ing  based  on  the  circumstances  surrounding  the  individual 
part.  The  period  between  suspense  dates  varies.  For  AM C/ 
AMSC  codes  assigned  as  the  result  of  limited  screening,  the 
suspense  period  will  be  no  greater  than  12  months.  For  codes 
assigned  during  full  screening,  the  suspense  period  will  not 
exceed  36  months.  In  extreme  cases  where  the  status  of  the 
part  is  not  expected  to  change,  a  suspense  period  not  exceed¬ 
ing  60  months  may  be  assigned  subject  to  local  controls. 

Other  provisions  to  ensure  the  effective  assignment  of  break¬ 
out  resources  include  termination  of  screening  when  a  part 
reaches  competitive  status.  /Ref.  7:S6-10£7,  (See  Appendix  F) 
Lastly  effective  resource  assignment  is  encouraged  by  advo¬ 
cating  incorporation  of  the  screening  process  with  other 
existing  mechanized  processes  at  the  part  procurement 
activity. 

Objectives  concerning  the  recruitment  of  quality  person¬ 
nel  and  instituting  ongoing  training  to  ensure  adequate 
personnel  qualification  capable  of  sound  management  and  engi¬ 
neering  judgement  in  accomplishing  breakout  responsiblili ties 
are  advocated  by  the  DOD  Breakout  Program.  The  accomplish¬ 
ment  of  these  most  challenging  objectives  are  subject  to  the 
commitment  of  the  service  and  it's  procurement  activities. 


Due  to  the  technical  nature  of  the  tasks  involved  in  break¬ 
out  activities,  the  accomplishment  qf  these  objectives  can¬ 
not  be  overemphasized.  A  1979  study  of  the  purchase  of  re¬ 
procurement  data  noted  that  Government  publications  dealing 
with  procurement  data  were  unsuitable  reading  for  anyone 
with  less  than  a  third  year  college  level  reading  ability 
/Ref.  25 :p.  117. 

The  DOD  Breakout  Program,  while  an  integral  part  of  cur¬ 
rent  DOD  and  service  initiatives  to  increase  competition  and 
reduce  and  control  prices  of  spare  parts,  takes  into  con¬ 
sideration  the  Services'  requirements  for  configuration  con¬ 
trol  and  parts  standardization.  The  breakout  process 
subjects  the  breakout  decision  to  these  considerations,  by 
design,  to  maintain  the  integrity  of  the  supported  system  and 
it's  equipment.  Enroute  in  the  screening  process,  prior  to 
action  to  develop  additional  sources  for  a  part,  allowance  is 
made  for  consideration  of  source  control,  design  control, 
production  from  class  1A  castings,  required  master  tooling, 
special  testing,  qualified  products  list  (QPL)  control,  high 
reliability,  and  whether  design  of  the  part  is  yet  unstable. 
/Ref.  7:S6-303.47 

Although  breakout  screening  and  the  host  of  actions  aris¬ 
ing  to  effect  breakout  under  a  variety  of  situations  can  be  a 
lengthy,  time  consuming  process,  provision  is  made  for  tempo¬ 
rarily  by-passing  the  breakout  process  to  satisy  urgent  re¬ 
quirements.  Both  the  limited  screening  process  for 


immediate  buy  requirements  and  an  allowance  for  actually 
by-passing  the  process  altogether  is  provided  for  immediate 
urgent  requirements.  /Ref.  77 

The  DOD  Breakout  Program  makes  provision  for  satisfying 
the  socio-economic  objective  of  providing  all  firms  equal 
opportunity  to  qualify  as  an  acceptable  parts  supplier.  The 
Program  requires  that  Government  activities  make  a  vigorous 
effort  to  expedite  requests  for  qualification.  No  firm,  in¬ 
cluding  small  and  small  disadvantaged  businesses  or  non-manu 
facturing  surplus  dealers,  will  be  denied  the  opportunity  to 
demonstrate  it's  ability  to  satisfy  Government  requirements 
for  a  part  at  the  firm's  own  expense.  To  ensure  small  and 
small  disadvantaged  business  interests  are  given  adequate 
consideration,  the  Program  requires  that  all  parts  procure¬ 
ment  organizations  provide  the  opportunity  for  Small  and  Dis 
advantaged  Business  Utilization  Specialist  and  resident 
Procurement  Center  Representatives  to  attend  all  AMC/AMSC 
coding  conferences  with  contractors  whether  at  contractor  or 
Government  locations . 

The  DOD  Replenishment  Spare  Parts  Program  as  prescribed 
in  DAR  Supp.  6  presents  an  interesting  dichotomy.  The  bulk 
of  direction  provided  in  the  regulation  centers  around  a 
breakout  process  which  involves  actions  which,  by  considera¬ 
tion  of  timing  in  terms  of  the  systems  acquisition  process, 
occur  during  the  Production/Deployment  Phase  of  the  system 
acquisition  process.  The  progressive  phases -of  the  systems 


acquisition  process  as  delineated  in  DOD  Directive  5000.1, 
Major  Systems  Acquisitions,  are  Concept  Exploration,  Demon¬ 
stration  and  Validation,  Full  Scale  Development,  and  Produc¬ 
tion  and  Deployment  /Ref.  267.  The  breakout  actions  which 
DAR  Supp.  6  concentrates  on  are  accomplished  during  replen¬ 
ishment,  (follow-on-procurement  after  provisioning  of  a  part 
subsequent  to  a  system's  deployment).  On  the  surface,  a  re¬ 
plenishment  spare  parts  breakout  program  would  appear  most 
aptly  concentrated  on  the  replenishment  cycle  which  involves 
actions  which  are  generally  guided  by  standard  supply  pro¬ 
cedures.  Interestingly  enough,  unless  several  considerations 
early  in  the  acquisition  process  of  the  supported  system  are 
satisfied,  breakout,  according  to  a  study  b;  the  Army  Avia¬ 
tion  Systems  Command,  "is  being  asked  to  pick  up  the  pieces 
under  the  worst  possible  conditions"  /Ref.  ll:p.  l/. 

According  to  the  DOD  Breakout  Program,  commanders  of  pro¬ 
curement  activities  will  designate  a  breakout  program  manager 
who  will  serve  as  program  focal  point,  communicate  breakout 
policy,  provide  assistance  in  screening,  and  monitor  breakout 
efforts  in  accordance  with  the  DOD  Breakout  Program.  He  or 
she  will  ensure  that  actions  to  remove  the  barriers  to  break¬ 
out  are  continued  for  the  life  of  a  part.  /Ref.  7:S6-1057 
Other  than  the  general  requirement  to  identify,  select,  and 
screen  parts  for  breakout  as  early  as  possible,  no  further 
treatment  of  actions  earlier  in  the  acquisition  process  than 
during  replenishment  are  specified.  As  such,  the 


53 


Replenishment  Spare  Parts  Breakout  Program  does  not  prescribe 
a  breakout  program  in  the  sense  of  being  sufficiently  compre¬ 
hensive  in  guidance  to  independently  guide  the  practitioner 
in  implementing  an  effective  breakout  program.  In  the  opin¬ 
ion  of  the  researcher,  DAR  Supp.  6  prescribes  a  comprehensive 
process,  not  a  program,  for  breakout  action  timed  for  imple¬ 
mentation  no  earlier  than  provisioning  during  late  Full  Scale 
Development  and  early  Production. 

The  earliest  that  parts  can  be  realistically  identified 
for  screening  procedures  would  appear  to  be  subsequent  to  the 
prime  contractor  providing  a  Government  approved  provisioning 
parts  list  during  late  provisioning  conferences 
/Ref.  27;  Ref.  287.  Adequate  planning  for  the  procurement  of 
spare  parts  must  begin  early  in  the  system  acquisition  pro¬ 
cess  so  that  actual  manufacturers  and  alternative  sources  are 
identified  and  so  that  sufficient  technical  data  suitable  for 
reprocurement  is  obtained  in  a  timely  manner  /Ref.  l:p.  447. 
As  stated  earlier,  DOD  has  experienced  considerable  difficul¬ 
ty  in  implementing  an  effective  replenishment  spare  parts 
breakout  program.  In  the  opinion  of  the  researcher,  this  is 
due  to  the  vast  nature  of  the  environment  in  which  the  break¬ 
out  process  prescribed  in  DAR  Supp.  6  is  tasked  to  achieve 
competitive  savings.  Further,  effective  breakout  depends  on 
the  commitment,  adequate  planning,  and  timely  actions  by,  ac¬ 
quisition  strategists,  program  managers,  contracting 


officers  and  personnel,,  defense  contractors,  data  managers, 
and  engineering  and  technical  personnel. 

The  DOD  Replenishment  Spare  Parts  Breakout  Program  does 
not  appear  to  attempt  guiding  the  actions  of  all  those  who 
must  become  responsible  for  an  effective  breakout  program. 

The  DOD  Program  specifically  does  not  make  provision  for  the 
following  requirements  levied  by  current  policy: 

1.  To  consider  the  Government’s  right  and  ability  to 
breakout  and  competively  procure  spare  parts  in  all 
contracts  for  defense  systems. 

2.  To  discontinue  the  use  of  Government  specifications 
and  contractor  proposed  designs  which  would  inhibit 
subsequent  competitive  procurement  of  spare  parts. 

3.  To  make  breakout  of  replenishment  spare  parts  a  factor 
in  source  selection  for  defense  systems. 

4.  To  negotiate  contract  provisions  that  reduce  the  con¬ 
tractor's  use  of  proprietary  rights  in  data. 

5.  To  further  mechanize  defense  data  repositories  to  im¬ 
prove  the  acquisition,  receipt,  inspection,  and  storage 
and  retrieval  of  technical  data. 

The  shortcomings  in  the  DOD  Replenishment  Spare  Parts 
Program  noted  above  could  be  due  to  the  timing  of  DAR  Supp.  6 
dated  1  June  1983  and  the  Secretary  of  Defense  mandated  ini¬ 
tiatives  date  19  August  1983  from  which  the  noted  require¬ 
ments  are  cited.  An  informal  interview  with  one  of  the 
authors  of  DAR  Supp.  6  confirmed  the  researcher’s  misgivings 
concerning  the  well  written,  but  apparently  supply  and  ac¬ 
quisition  targeted  directive  as  to  it's  intended  audience 
when  that  author  expressed  similar  concerns  /Ref.  297. 

The  deficiencies  in  the  DOD  Program  in  providing  a 


comprehensive  program  with  sufficient  scope  to  include  guid¬ 
ance  for  key  personnel  crucial  to  the  early  action  necessary 
for  subsequent  competitive  procurement  of  spare  parts  re¬ 
veals  the  need  for  additional  guidance  to  those  involved  in 
the  systems  acquisition  process.  In  view  of  the  environment 
within  which  breakout  is  tasked  to  accomplish  competitive 
procurement  and  reduce  the  costs  for  spare  parts.  Chapter  V 
will  present  factors  crucial  to  successful  breakout.  A  com¬ 
prehensive  approach  to  replenishment  spare  parts  breakout 
at  MCLB  Albany  will  be  offered  through  an  analysis  of  these 
crucial  factors  and  the  attendant  research. 


V.  A  COMPREHENSIVE 
APPROACH  TO  BREAKOUT 

A.  INTRODUCTION 

An  analysis  of  a  procedure  for  breakout  implementation 
would  most  logically  involve  the  identification  and  treatment 
of  the  factors  necessary  for  success  in  implementation.  The 
objective  of  the  DAR  Supp.  6  Replenishment  Spare  Parts  Break¬ 
out  Program  is  "...to  reduce  costs  by  breakout  of  parts  for 
purchase  from  other  than  the  prime  weapon  system  contrac¬ 
tor..."  by  direct  purchase  from  the  actual  manufacturer  or  by 
competitive  procedures.  /Ref.  7:S6-1027  DAR  Supp.  6  pre¬ 
scribes  specific  actions  to  remove  breakout  constraints  and 
accomplish  direct  or  competitive  procurement.  These  actions 
will  be  presented  and  analyzed  by  identifying  factors  nec¬ 
essary  to  successfully  accomplish  the  actions.  Following  the 
analysis  of  DAR  Supp.  6  prescribed  actions,  the  researcher 
will  present  the  resulting  genesis  of  a  comprehensive  ap¬ 
proach  to  breakout  for  MCLB  Albany,  Georgia.  In  so  doing, 
the  approach  will  take  into  account  peculiarities  in  the  ac¬ 
quisition  of  major  systems  in  the  Marine  Corps. 

B.  REMOVING  CONSTRAINTS  TO  BREAKOUT 
1 .  Direct  Procurement 

As  stated  earlier,  DAR  Supp.  6  preference  is  for  com¬ 
petitive  procurement.  ^Ref.  7:S6-104 7  As  such,  direct 
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procurement  of  a  part  from  the  actual  manufacturer  is  treat¬ 
ed  as  an  interim  status  in  the  progression  to  competitive 
procurement  of  a  part.  /Ref.  7:S6-37b7  The  accomplishment  of 
direct  procurement  of  a  part  from  the  actual  manufacturer 
necessarily  involves  identification  of  the  actual  manufac¬ 
turer.  Interestingly  enough,  this  seemingly  mundane  task  of 
identifying  an  actual  manufacturer  is  the  source  of  some  con¬ 
fusion  on  the  part  of  practitioners.  /Ref.  10 :p.  lj  DAR 
Supp.  6  defines  an  actual  manufacturer  as  the  manufacturer 
who  has  design  control  for  a  part  who  may  or  may  not  be  the 
prime  contractor.  /Ref.  7:S6-103.27  In  juxtaposition  is  the 
Supplement's  stated  objective  of  reducing  costs  by  breakout 
of  parts  for  procurement  from  other  than  the  prime  weapon 
system  contractor.  /Ref.  7:S6-1027  A  recent  GAO  study  of 
DAR  Supp.  6  provisions  points  out  this  inconsistency  and  re¬ 
commended  that  DOD  refrain  from  definition  of  actual  manu¬ 
facturer.  /Ref.  10 :p.  4 7  According  to  the  GAO  study,  DOD 
breakout  officials  agreed  that  the  definition  is  misleading, 
although  unofficially.  /Ref.  10 :p.  3 7  GAO  pointed  out  that 
a  prime  contractor  who  controls  the  design,  but  does  not  pro¬ 
duce  the  part,  can  be  assigned  as  an  actual  manufacturer, 
thereby  actually  inhibiting  breakout  as  defined  in  DAR  Supp. 
6.  /Ref.  10:p.  2/  Of  necessity,  a  part  must  be  identified 
before  it's  source  can  be  identified.  The  identification  of 
a  spare  part  as  an  entity  usually  occurs  late  in  initial  pro¬ 
duction  during  provisioning  conferences  with  the  prime 


contractor.  /Ref.  l:p.  15£7  At  this  time  the  contractor  pro¬ 
vides  provisioning  parts  lists  (PPLs)  which  can  be  reviewed 
to  determine  the  actual,  and  additional,  manufacturers  or  ven 
dors  of  the  part.  /Ref.  9 7  In  many  cases  the  prime  contrac¬ 
tor  is  the  actual  manufacturer  of  the  part  and  therefore  the 
prime  does  not  identify  any  other  sources.  /Ref.  97  If  the 
prime  contractor  is  not  required  to  identify  actual  manufac¬ 


turers  and  other  sources  for  spare  parts,  this  task  devolves 
to  the  Government  breakout  technician  during  the  replenish¬ 
ment  cycle  in  the  worst  possible  conditions  due  to  the  pas¬ 
sage  of  time  and  possibly  the  timeframe  for  the  prime 
contract.  /Ref.  117  DAR  Supp.  6  points  out  that  the  identi¬ 
fication  of  sources  for  replenishment  requires  knowledge  of 
manufacturing  conditions,  processes  for  safety  and  critical 
part  considerations,  and  the  availability  of  adequate  tech¬ 
nical  data.  /Ref.  7:S6-1027 

2.  Competitive  Procurement 

Current  procurement  regulations  are  based  on  the 
premise  that  the  best  value  is  received  when  competitive  pro¬ 
curement  methods  are  utilized.  /Ref.  7:S6-10£7  The  DOD  Fed¬ 
eral  Acquisition  Regulation  (FAR)  Supplement  hereinafter 
referred  to  as  DOD  FAR  Supp.,  defines  price  competition  as 
existing  if  two  or  more  responsive  and  responsible  offerors 
capable  of  satisfying  the  Government's  requirements  respond 
to  solicitations  and  independently  contend  for  a  contract. 

The  contract  will  then  be  awarded  to  the  lowest  responsive 


and  responsible  offeror  submitting  the  lowest  evaluated  price 
/Ref.  317.  The  DAR  Supp.  6  breakout  screening  process  is 
portrayed  in  a  complex  continuum  towards  the  desired  competi¬ 
tive  status  of  a  part.  The  continuum  is  fraught  with  numer¬ 
ous  considerations  presenting  the  perceived  constraints  to 
breakout.  In  decision  table  fashion,  the  results  of  these 
considerations  direct  the  user  along  different  routes  of  ac¬ 
tion  to  either  code  the  part  with  it's  appropriate  acquisi¬ 
tion  method  code  (AMC)  or  to  remove  the  constraints  to  break¬ 
out  .  To  help  ensure  that  actions  to  remove  the  constraints 
are  cost  effective,  economic  evaluations  are  injected,  subse¬ 
quent  to  consideration  of  the  constraints  and  quantification 
of  the  cost  of  their  removal,  but  prior  to  their  removal 
/Ref.  7:S6-35 7.  The  65  decision  steps  in  the  DAR  Supp.  6 
breakout  screening  process  are  both  portrayed  in  logical  se¬ 
quence  in  a  summary  flowchart  and  grouped  by  function  in, 
roughly,  progressive  phases.  /Ref.  7:S6-357  An  analysis  of 
the  actions  which  must  be  taken  to  effect  breakout  to  com¬ 
petition  was  conducted  by  the  researcher  and  is  discussed 
below. 

a.  Data  Collection 

The  first  task  in  the  DAR  Supp.  6  breakout 
screening  process  is  to  collect  the  available  technical  data 
on  a  part  and  establish  a  file  to  document  a  complete  history 
of  the  competitive  status  and  breakout  actions  accomplished 
for  a  given  part  /Ref.  7:S6-303.l7.  Data  collection  is 


complicated  for  a  variety  of  reasons.  /Ref.  187  First  the 
data  must  be  available  for  collection.  The  data  making  up  a 
reprocurement  data  package  are  not  produced  until  the  freez¬ 
ing  of  system  design,  so  it  may  well  not  be  available  for 
some  one  and  one  half  to  two  years  after  the  production  con¬ 
tract  award.  /Ref.  l:p.  2 57  Data  sufficient  for  reprocure¬ 
ment  are  often  not  procured  due  to  competing  funds 
requirements  and  the  lack  of  planning  for  competitive  spares 
procurement.  /Ref.  187  A  GAO  audit  pointed  out  that  DOD  ac¬ 
tivities  have  often  ordered  and  paid  for  data  they  never  re¬ 
ceived.  /Ref.  20 :p.  1 7  The  delivery  schedule  of  data  items 
is  usually,  in  practice,  left  up  to  the  contractor.  The  GAO 
audit  discovered  no  evidence  that  data  items  due,  pending 
receipt,  were  followed  up  as  well.  /Ref.  20:p.  3 4/  Once  re¬ 
ceived,  substantial  opportunity  exists  for  losing  or  misfil¬ 
ing  a  drawing  package  with  a  manual  repository  system. 

/Ref.  9:p.  47 

b.  Data  Evaluation 

The  evaluation  of  technical  data  for  reprocure¬ 
ment  requires  assembling  the  various  drawings,  specifications 
and  lists  into  a  data  package.  This  application  of  the  data 
items  may  well  be  incidental  to  each  item's  initial  use,  such 
as  for  the  development  of  training  manuals.  A  reprocurement 
data  package  usually  contains  detailed  production  drawings, 
specifications,  standards,  manufacturing  processes,  and  lists 
of  materials.  The  data  making  up  a  reprocurement  data 


package  must  be  functionally  adequate  to  enable  a  competent 
parts  supplier  to  produce  the  part  without  additional  design 
efforts  on  his  part.  /Ref.  6:p.  5-97  In  practice  however, 
the  data  may  not  reflect  key  manufacturing  know-how  required 
to  produce  a  part,  including  tricks  of  the  trade,  unstated 
procedures,  or  other  subtleties  which  cannot  be  portrayed  in 
the  drawings  or  specifications.  /Ref.  6:p.  5-l£7  Special 
skills  are  required  to  determine  the  usability  of  technical 
data  for  reprocurement,  including  the  ability  to  read  and 
understand  engineering  data,  knowledge  of  the  manufacturing 
techniques  and  processes  involved.  /Ref.  6:p.  5-117 
c.  Data  Completion 

The  common  method  utilized  in  completing  a  data 
package  found  to  be  deficient  for  reprocurement,  is  to  locate 
the  top  and  subsidiary  drawings  and  tracing  backwards,  locate 
all  drawings  and  specifications  noted  on  each  drawing  until  no 
additional  items  can  be  found.  /Ref.  6:p.  5-87  The  develop¬ 
ment  of  date  packages  requires  knowledge  of  manufacturing  pro¬ 
cesses  and  techniques,  industry  conditions,  and  post 
manufacture  safety  and  critical  part  characteristic  considera¬ 
tions.  ,/Ref.  7:S6-1027  Complicating  the  completion  of  a  data 
package  for  reprocurement  is  the  question  of  whether  the  Gov¬ 
ernment  has  unlimited  rights  to  use  the  existing,  or  required 
but  available,  data  for  reprocurement.  Government  policy  con¬ 
cerning  the  procurement  of  technical  data  rights,  as  stated  in 
the  DOD  FAR  Supp.  is  to  acquire  only  data  rights  which  are 


essential  to  meet  the  Government's  need.  /Ref.  31:27. 403-27 
Generally  speaking,  the  Government  acquires  unlimited  rights 
to  data  developed  at  Government  expense  when  the  basic  con¬ 
tract  specifies  developmental  or  research  work  as  an  element 
of  the  contract.  /Ref.  19 :p.  3 07  Typically,  the  data  must  be 
developed  by  the  contractor  for  his  own  use  in  contract  per¬ 
formance.  /Ref.  19 :p.  30/  The  FAR  allows  contractor  reten¬ 
tion  of  rights  to  data  developed  at  the  contractor's  own 
expense.  Unfortunately,  the  FAR  does  not  sufficiently  define 
the  criteria  for  classification  of  data  as  developed  at  pri¬ 
vate  expense,  which  results,  in  practice,  in  the  relatively 
unconstrained  use  of  restrictive  data  markings 
/Ref.  19 :p.  367.  Prolonging  the  results  of  indiscriminate 
application  of  restrictive  markings,  the  DOD  FAR  Supp.  pro¬ 
vides  for  protection  of  limited  data  rights  in  perpetuity, 
regardless  of  technological  or  other  changes  which  may  render 
the  limitations  meaningless.  /Ref.  317 

A  reprocurement  data  package  should  be  completed 
and  constructed  from  a  bidder's  viewpoint.  If  unlimited 
rights  to  the  manufacturing  process  is  provided,  the  package 
should  tell  exactly  how  to  produce  a  part.  If  limited  rights 
are  provided,  the  package  should  tell  the  bidder  what  he  must 
do  to  manufacture  the  part.  /Ref.  17:pp.  13-22/ 


d.  Technical  Evaluation 


The  purpose  of  the  technical  evaluation  phase  in 
the  DAR  Supp.  6  breakout  screening  process  is  to  determine  a 
part's  developmental  status,  design  stability,  and  whether 
any  critical  reliability  or  safety  characteristics  exist. 
These  considerations  are  crucial  to  the  decision  to  breakout 
and  to  development  of  additional  sources  /Ref.  7:S6-303.4/. 
Analytics,  a  research  firm  performing  ongoing  research -into 
improving  competition  at  U.S.  Air  Force  Logistics  Centers, 
noted  that  a  special  combination  of  skills  is  required  in 
such  decisions.  The  skills  cited  were  the  ability  to  read 
and  understand  technical  engineering  data,  knowledge  of  the 
specific  technical  area,  and  knowledge  of  the  manufacturing 
techniques  and  processes  available  in  the  area  /Ref.  6: 

/Ref.  6:pp.  5-ll7.  The  DAR  Supp.  6  breakout  process  requires 
the  application  of  responsible  engineering  judgement  in  de¬ 
terminations  involving  class  1A  castings  and  forgings,  re¬ 
quirements  for  master  or  coordinated  tooling,  special  testing 
for  precision  quality  and  system  integrity,  and  design  pro¬ 
cedures.  /Ref.  7:S6-303 .47  Analytics  maintained  in  a  recent 
report  that  the  personnel  with  these  requisite  skills  gain 
their  expertise  through  practical  experience  over  a  number  of 
years,  without  formal  training,  and  are  becoming  fewer  and 
fewer  in  number.  /Ref.  6:p.  5-11/ 
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e.  Economic  Analysis 

Provision  for  economic  analysis  to  insure  the  ac¬ 
tions  to  remove  the  constraints  to  breakout  are  cost  effec¬ 
tive  are  injected  into  the  DAR  Supp.  6  screening  process 
immediately  prior  to  taking  each  particular  action. 

/Ref.  7:S6-35/  The  process  requires  the  quantification  of 
the  various  direct  and  indirect  costs  to  the  Government  for 
removing  constraints  to  breakout.  The  routing  directions  in 
the  process  effect  the  summation  of  the  costs  and  the  com¬ 
parison  of  the  total  cost  to  breakout  against  the  projected 
savings  /Ref.  7:S6-357*  The  projected  savings  are  calculated 
by  multiplying  the  projected  life  buy  value  of  the  part  times 
either  the  DAR  Supp.  6  assumed  25  per  cent  savings  factor  or 
the  factor  determined  from  local  conditions  and  experience. 
/Ref.  7:36-303.57  Economic  analysis  is  severely  limited  by 
the  lack  of  recorded  information  on  breakout  costs  in  the 
transition  to  competitive  procurement.  /Ref.  6:pp.  6-77 
The  difficulties  in  quantifying  costs  are  exacerbated  by  such 
elusive  issues  as  to  what  reprocurement  data  should  cost. 
/Ref.  18;  Ref.  197  While  the  Air  Force  Logistics  Centers 
(ALCs)  utilize  AFLC  Form  761  to  compute  and  record  breakout 
costs  and  savings,  the  basis  for  the  individual  costs  are  not 
normally  described  beyond  noting  the  total  cost  of  breakout. 
/Ref.  6 :pp.  6-77 


f.  Supply  Feedback 


To  ensure  that  logistics  support  deadlines  are 
met  in  conjuction  with  efforts  to  improve  the  competitive 
status  of  a  part,  the  DAR  Supp.  6  process  provides  for  com¬ 
pilation  of  estimated  time  factors  .for  each  breakout  action 
for  comparison  with  required  delivery  dates.  /Ref.  7:S6-3Cn7 
DAR  Supp.  6  allows  complete  by-passing  of  the  process  for  ur¬ 
gent  immediate  buy  requirements  and  limited  screening  for  im¬ 
mediate  buy  requirements  when  time  will  not  allow  full 
screening.  /Ref.  7:S6-303.67 
3 .  Summary 

The  foregoing  analysis  and  discussion  of  the  factors 
involved  in  accomplishing  the  breakout  actions  prescribed  in 
DAR  Supp.  6  unearthed  problem  areas  on  which  significant  man¬ 
agement  attention  must  be  focused  to  achieve  successful 
breakout  and  cost  savings.  The  following  approach  to  break¬ 
out  provides  a  program  tailored  for  use  at  MCLB  Albany. 

C.  A  COMPREHENSIVE  APPROACH 
1 .  Introduction 

In  realization  of  inherent  organizational  and  re¬ 
source  limitations,  the  Marine  Corps  as  a  matter  of  policy, 
satisfies  it's  requirements  for  major  systems  acquisitions 
through  the  efforts  of  the  other  military  services  and  Gov¬ 
ernmental  agencies.  /Ref.  34:pp.  1-47  Consequently,  although 
several  weapon  systems  are  being  purchased  by  the  Marine 


Corps  at  Marine  Corps  Headquarters  level,  major  systems  for 
Marine  Corps  use  are  purchased  by  other  Services.  Specifi¬ 
cally,  the  Navy  Systems  Commands,  (Sea,  Air,  and  Electron¬ 
ics)  ,  and  the  Army  Tank  and  Automotive  Command  buy  the  Marine 
Corps  major  systems.  /Ref.,l:p.  121/  As  a  result  of  the 
Marine  Corps'  unique  situation  in  major  systems  acquisition, 
the  Corps  is  dependent  on  the  provisioning  efforts  of  the 
Navy  and  Army  in  instances  when  they  manage  the  prime  weapon 
system  contract.  /Ref.  l:p.  122/ 

In  carrying  out  Marine  Corps  responsibilities  for  sys¬ 
tems  acquisition,  the  Assistant  Commandant  and  Chief  of  Staff 
serves  as  the  Acquisition  Executive.  The  Deputy  Chiefs  of 
Staff  or  directors  of  major  staff  offices  who,  by  mission, 
have  the  responsibility  for  ensuring  the  operational  capa¬ 
bility  for  a  material  system  function  or  task,  act  as  Acquisi¬ 
tion  Program  Sponsor,  hereinafter  referred  to  as  APS  for  a 
particular  weapon  system  /Ref.  33:pp.  1-57.  The  overall  re¬ 
sponsibility  for  each  weapon  system  throughout  the  acquisition 
life  cycle  is  exercised  by  the  APS ' s  and  supported  by  various 
staff  principals.  These  principals  from  within  Headquarters 
Marine  Corps  (HQMC) ,  and  Marine  Corps  Development  and  Educa¬ 
tion  Command  (MCDEC) ,  and  Marine  Corps  Logistics  Base  (MCLB) 
Albany,  have  functional  responsibilities  in  system  acquisition 
management  /Ref.  33:pp.  1-87.  Key  project  officers  are  as¬ 
signed  to  acquisition  programs  by  the  staff  principals  and  the 
Commanding  General  (CG)  MCDEC  to  carry  out  the  detailed 


planning  and  support  for  the  principals.  These  project  offi¬ 
cers  are  the  Acquisition  Sponsor  Project  Officers  (ASPOs) , 
Acquisition  Project  Officers  (APOs) ,  and  Development  Project 
Officers  (DPOs) .  According  to  intent,  the  preceding  project 
officers  must  function  as  a  coordinated  team. 

/Ref.  33:pp.  1-87  The  team  members,  and  the  designated  re¬ 
presentatives  of  other  staff  principals  with  a  direct  inter¬ 
est,  meet  in  a  co-equal  status  as  an  Acquisition  Coordinating 
Group  (ACG)  chaired  by  the  ASPO.  Any  member  of  the  ACG  may 
call  a  meeting  to  exchange  information  and  to  recommend  poli¬ 
cy  or  guidance  for  the  planning,  coordination  and  direction 
of  a  program  /Ref.  33:pp.  1-87.  Regardless  of  the  fact  that 
a  major  system  is  managed  by  another  military  service,  the 
Marine  Corps  APS  will  monitor  and  support  the  project  and  ac¬ 
quisition  managers  of  other  Services.  Through  the  assistance 
of  the  DPO  and  APO,  the  ASPO  will  arrange  for  liaison,  moni¬ 
toring,  coordination,  influence,  or  direct  management  as  re¬ 
quired  to  ensure  that  Marine  Corps  objectives  are  met. 

/Ref.  33:  pp.  l-ll/  The  Deputy  Chief  of  Staff  for  Installa¬ 
tions  and  Logistics  (I&L)  assumes  the  function  of  coordinator 
for  the  Acquisition  Executive  at  Milestone  III,  (Production), 
and  retains  this  responsibility  with  the  APS  for  the  life 
cycle  of  a  system.  £Ref.  33:pp.  1-67  The  Marine  Corps  Logis¬ 
tics  Base  (MCLB)  Albany  is  responsible  for  system  operational 
support.  The  responsibility  for  initial  spare  parts  is 
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shared  between  X  &  L  and  MCLB  Albany,  however  Albany  has  full 
responsibility  for  replenishment  spare  parts.  /Ref.  l:p.  187 
2 .  Implementation  In-Process 

Draft  Marine  Corps  Order  (MCO) ,  Marine  Corps  Replen¬ 
ishment  Parts  Breakout  Program,  MCO  4200. 22D,  will  implement 
the  policies  and  procedures  of  DAR  SUpp.  6  in  the  Marine 
Corps.  /Ref.  24;  Ref.  3£7  According  to  the  draft  order. 
Headquarters  Marine  Corps  will  assign  a  Replenishment  Spare 
Parts  Breakout  Program  Manager  within  Headquarters  Marine 
Corps  (Code  LMA) .  The  breakout  manager  will  evaluate  thfe  ef¬ 
fectiveness  of  the  Marine  Corps  Program  by  review  of  the  re¬ 
ports  required  by  DAR  Supp.  6  and  provide  the  results  to  the 
Under  Secretary  of  Defense  (Research  and  Engineering) 

/Ref.  347 •  The  draft  order  requires  Headquarters  Marine 
Corps  to  include  the  requirement  for  the  acquisition  of  tech¬ 
nical  data  during  system  development  and  production,  to  allow 
the  breakout  of  replenishment  spare  parts,  when  feasible. 

Also  required  is  the  inclusion  of  the  following  Data  Item 
Descriptions  (DID's)  by  the  Material  Acquisition  Support 
Branch  (Code  LMA- 2)  in  all  acquisitions  /Ref.  34:p.  3/z 

a.  Contractor  Technical  Information  Coding  of  Replenish¬ 
ment  Parts  (DI-P-7128) . 

b.  Technical  Data  Information  Check  List  (DI-P-7129) . 

c.  Procurement  Data  Packages  and  Lists  (DI-P-4756) 
(Optional) . 

The  draft  order  requires  the  consideration  of  life-of- 
type  procurement  of  replenishment  spare  parts  when  informed 


by  the  contractor  that  a  part  will  not  be  produced  for  the 
life  of  the  supported  system.  This  alternative  for  procure¬ 
ment  of  spare  parts  is  to  be  considered  in  an  economic  eval¬ 
uation  in  relation  to  the  costs  of  equipment  redesign  or 
procurement  of  technical  data  and  rights  for  competitive  pro¬ 
curement  /Ref.  34 :p.  67.  All  other  requirements  in  the  draft 
order  are  included  in  directing  MCLB  Albany  to  implement  the 
breakout  program  prescribed  in  DAR  Supp.  6.  /Ref.  347 

MCLB  Albany  has  placed  responsibility  for  replenish¬ 
ment  spare  parts  breakout  with  the  MCLB  Competition  Advocate' 
Office.  /Ref.  14;  Ref.  187  T^e  newly  formed  office  is  being 
staffed  by  27  acquisition,  engineering,  and  technical  spe¬ 
cialists  including  procurement  specialists,  data  transcrib¬ 
ers,  and  quality  assurance  specialists  to  accomplish  a 
variety  of  initiatives  in  competitive  acquisition  and  price 
control  of  spare  parts.  /Ref.  14 7  Other  initiatives  in-pro¬ 
cess  which  will  enhance  breakout  are  improvements  in  con¬ 
tracting  techniques  and  a  mechanized  Technical  Data 
Configuration  Management  System  (TD/CMS)  to  manage  the  ap¬ 
proximately  two  million  drawings  in  the  MCLB  Albany  data 
repository  /Ref.  8:p.  7;  Ref.  2^7. 

3.  A  Foundation  For  Breakout 


manufacturers,  and  to  obtain  rights  to  sufficient  technical 
data  for  reprocurement.  /Ref.  6:pp.  1-2;  Ref.  187  The  de¬ 
velopment  and  procurement  of  spare  parts  is  a  complex,  inter 
disciplinary,  and  time  and  resource  consuming  process. 

/Ref.  9: Enel.  37  As  such,  this  approach  to  replenishment 
spare  parts  breakout  encompasses  the  basic  provisions  in  the 
DAR  Supp.  6  program,  but  is  broader  in  scope.  The  program 
addresses  not  only  the  breakout  screening  process  during  ini 
tial  provisioning  and  replenishment,  but  includes  other  func 
tions  crucial  to  successful  breakout  throughout  the  system 
acquisition  process. 

a.  Acquisition  Planning 

In  the  Marine  Corps  systems  acquisition  process, 
the  APS  is  responsible  for  establishing  an  acquisition  plan 
at  program  initiation.  ^Ref.  34:pp.  1-117  The  plan  is  a 
guide  for  the  direction  and  strategy  of  the  acquisition  ef¬ 
fort.  It  is  normally  prepared  by  the  DPO  and  is  updated  as 
the  program  progresses.  In  the  case  of  major  systems  man¬ 
aged  by  the  Army  or  Navy,  a  declaration  of  interest  to  that 
Service  alerts  the  appropriate  command  of  Marine  Corps  ac¬ 
quisition  intent.  The  declaration  provides  the  basis  for 
monitoring  and  participation  in  the  acquisition  efforts  of 
the  other  Service  /Ref.  34:pp.  2-8 7. 

The  acquisition  strategy  is  prepared  by  the  DPO 
within  the  realm  of  acquisition  planning  during  concept  ex¬ 
ploration.  /Ref,  34:pp.  3-£/  According  to  the  draft  Navy 


Program  Manager’s  Guide,  an  acquisition  strategy  should  be 
tailored  to  a  particular  program's  needs.  Included  in  the 
needs  cited  is  the  initiation  and  maintenance  of  competition 
/Ref.  35:pp.  2-257.  The  guide  prescribes  full  disclosure  in 
the  acquisition  strategy  of  what  level  competition  will  ex¬ 
tend,  i.e.  system,  subsystem,  and  component.  Additionally 
specified,  is  disclosure  of  Government  intentions  concerning 
technology  transfer  to  foster  competition,  plans  for  repro¬ 
curement  data,  contractor  use  of  proprietary  materials,  and 
the  basis  for  contract  incentives  /Ref.  35:pp.  2-267.  The 
Guide  stipulates  that  a  clear  understanding  should  be  reach¬ 
ed  between  the  Navy  and  it's  respondents  concerning  the 
Navy's  needs  /Ref.  35:pp.  2-21/.  In  the  opinion  of  the  re¬ 
searcher,  a  full,  up  front,  expression  of  Marine  Corp  intent 
concerning  the  competitive  procurement  of  spare  parts  in  the 
acquisition  strategy  would  assist  in  laying  the  necessary 
foundation  for  successful  breakout  and  prevent  possible  mis¬ 
understandings.  Such  a  strategy  would  include  the  intent  to 
competitively  procure  spare  parts  through  contractor  disclo¬ 
sure  of  actual  and  alternate  manufacturers,  provision  of  full 
rights  to,  and  adequate,  reprocurement  data  packages,  and 
plans  for  utilization  of  contract  incentives.  DOD  Directive 
5000.1  "Major  Systems  Acquisition"  states  that  acquisition 

strategies  should  be  flexible  and  tailored  to  the  unique  as¬ 
pects  of  each  program.  /Ref.  36 :p.  7 7 


In  the  same  vein,  data  requirements  should  be 
tailored  to  meet  specific  program  needs.  /Ref.  6:pp.  5-187 
One  of  the  major  difficulties  in  determining  reprocurement 
data  requirements  is  a  matter  of  timing. 

/Ref.  6:pp.  5-20;  Ref.  19 :p.  2/  It  is  important  to  define 
program  requirements  for  reprocurement  data  early  in  the  ac¬ 
quisition  process  to  alert  the  contractor  to  the  requirements 
during  system,  and  data,  development  to  reduce  the  costs  of 
data.  Also  of  primary  importance  is  the  need  to  delay  iden¬ 
tification  of  data  required  until  design  is  stable 
/Ref.  6:pp.  5-19^;  Ref.  19 :p.  2/.  Opinions  concerning  when 
requirements  for  reprocurement  data  can  be  accurately  deter¬ 
mined  vary,  but  essentially  point  to  tentative  identification 
after  Critical  Design  Review  (CDR)  during  Full-Scale  Develop¬ 
ment  and  accurate  identification  after  Physical  Configuration 
Audit  (PCA)  during  Production.  /Ref.  6:pp.  5-19;  Ref.  19 :p.  3/ 
With  PCA  occurring  during  Production,  accurate  identification 
of  reprocurement  data  needs  can  hardly  be  considered  as  being 
early  in  the  systems  acquisition  process.  /Ref.  6:pp.  5-197 
The  assignment  of  competitively  restrictive  AMC 
codes,  i.e.  AMCs  3-5,  (see  Appendix  D) ,  although  occurring 
during  late  Full-Scale  Development  or  initial  Production,  es¬ 
tablishes  the  basis  for  the  requirement  for  reprocurement 
data.  /Ref.  6:pp.  5-22/  While  provisioning  and  initial  AMC 
Screening  are  two  separate  processes  usually  conducted  by  two 
separate  groups  of  people,  the  combination  of  these  functions 


could  enhance  the  performance  of  both  processes  and  increase 
efficiency.  /Ref.  6:pp.  5-2^7  The  incorporation  of  breakout 
screening  with  existing  processes  is  encouraged  by  DAR 
Supp.  6.  /Ref.  7:S6-1047 

b.  Contractual  Measures 

In  Chapter  IV,  DOD  mandated  requirements  crucial 
to  effective  breakout,  but  not  contained  in  the  provisions 
of  DAR  Supp.  6,  were  identified  and  are  now  addressed 
individually. 

First,  to  consider  the  Goverment's  right  and  a- 
bility  to  breakout  and  competitively  procure  spare  parts  in 
all  contracts  for  defense  systems.  Expressing  Marine  Corps 
intent  to  procure  adequate  technical  data  for  reprocurement, 
and  to  competively  procure  spare  parts,  in  the  acquisition 
strategy  and  carrying  this  intent  out  contractually  in  solic¬ 
itations,  requests  for  proposal,  and  contracts,  when  warrant¬ 
ed,  should  satisfy  this  requirement. 

Secondly,  to  discontinue  the  use  of  Government 
specifications  and  contractor  proposed  designs  which  would 
inhibit  subsequent  competitive  procurement  of  spare  parts. 
During  initial  production  of  a  weapon  system  the  Government 
and  contractor  participate  in  the  provisioning  process  to  de¬ 
termine  the  range  and  quantity  of  spare  parts  necessary  to 
support  a  system  for  a  given  period  of  time.  ,/Ref.  9:Encl.  37 
One  output  of  the  provisioning  process  is  Source,  Maintenance 
and  Recoverability  (SMR)  codes.  /Ref.  6:pp.  5-22/  The  first 


two  digits  of  the  six  digit  SMR  code  constitute  alphanumeric 
Source  Codes.  Spare  parts  assigned  a  Source  Code  starting 
with  the  letter  "P",  (for  procurement),  become  candidates  for 
Acquisition  Method  Coding  in  accordance  with  the  provisions 
of  DAR  Supp.  6  /Ref.  6:pp.  5-22;  Ref.  37 :p.  E46l7.  Since  the 
AMC  code  specifies  what  sources  may  or  may  not  be  utilized, 
the  competitive  status  of  a  part  is  hereby  established. 

A  Headquarters  Marine  Corps  requirement  exists 
that  all  prime  contractors  identify  the  actual  manufactur¬ 
er  (s)  to  parts  up  to  two  vendors.  Many  times,  however,  the 
prime  contractor  is  the  actual  manufacturer  and  does  not 
identify  any  other  manufacturers  /Ref.  9:p.  37. 

The  DOD  Parts  Control  Program  is  now  mandatory 
for  all  programs.  /Ref.  l:p.  1567  The  Program's  objective  is 
to  conserve  resources  and  reduce  life-cycle-cost  by  requiring 
contractor  use  of  military  standard  or  commercial  parts  to 
the  maximum  extent  possible  during  the  development,  produc¬ 
tion,  and  modification  of  weapon  systems. 

/Ref.  l:p.  156;  Ref.  387  This  requirement  is  implemented  by 
utilization  of  military  documents,  standards,  lists,  and  as¬ 
sociated  data  item  decriptions  in  solicitations,  requests  for 
proposal,  and  contracts.  /Ref.  l:p.  156;  Ref.  38:p.  3 7 

It  would  appear  to  the  researcher,  that  aggressive 
challenging  of  restrictive  contractor  recommended  acquisition 
methods,  and  fully  implementing  the  Marine  Corps  requirement 


for  two  parts  sources  and  the  provisions  of  the  DOD  Parts 
Control  Program  would  assist  in  precluding  contractor  use  of 
source  controlled  parts. 

Third,  to  make  breakout  of  replenishment  spare 
parts  a  factor  in  source  selection  for  defense  systems.  In 
Secretary  of  Defense  Weinberger’s  25-point  memorandum  of  29 
August  1983,  he  directed  that  the  Services  develop  and  test 
a  procedure  to  make  breakout  of  spare  parts  a  factor  in 
source  selection  for  new  major  systems.  /Ref.  57  The 
Secretary  also  directed  the  development  of  incentives  to  re¬ 
ward  contractors  for  cost  savings  generated  by  their  efforts 
and  provided  a  recommended  test  program  for  implementation. 
/Ref.  57 

The  test  program  centers  around  a  methodology  in 
source  selection  for  award  of  contracts  for  Full-Scale  Engi¬ 
neering  Development.  It  provides  for  source  selection  cri¬ 
teria  involving  technical  factors  including  a  make-or-buy 
plan,  utilization  of  designs  incorporating  standard  and  com¬ 
mercial  parts,  nonproprietary  items,  and  competitively 
available  vendor  material.  Management  factors  included  are 
early  breakout,  competitive  sources  for  spare  parts,  review 
of  technical  data  packages  for  accuracy  and  freedom  from  pro 
prietary  restriction,  and  ongoing  efforts  to  enlarge  vendor 
bases . 

The  test  program  requires  contractor  quantifica¬ 
tion  of  the  additional  effort  involved  in  accomplishing  the 


above  objectives,  as  specified  in  his  proposal,  by  sepa — 
rately  priced  line  item.  The  test  program  provides  for  an 
award  fee  arrangement  in  report  card  form  for  accomplishment 
of  the  above  objectives.  Award  of  the  fee  earned  is  to  be 
immediate  with  no  rights  of  appeal. 

Lastly,  the  test  program  provides  for  a  separate 
memorandum  of  agreement  between  the  prime  contractor  and  the 
Government  specifying  a  set  fee  (percentage  of  part  price) , 
for  royalty  or  licensing  in  selected  vendor  prices.  The  ar¬ 
rangement  would  establish  the  term  for  which  the  agreement 
would  be  in  force  and  upon  whom  it  would  be  binding.  Ac¬ 
cording  to  the  Secretary's  memorandum  the  implementation  of 
the  test  program  can  be  implemented  immediately,  and  requires 
no  special  approval  or  authority.  /Ref.  5/ 

Fourth,  to  negotiate  contract  provisions  that  re¬ 
duce  the  contractor's  use  of  proprietary  rights  in  data.  The 
expression  of  Marine  Corps  intent  to  purchase  reprocurement 
data  and  procure  spare  parts  competitively,  at  thte  outset,  in 
the  acquisition  strategy,  and  in  carrying  out  this  intent  in 
solicitations  and  requests  for  proposals,  should  establish 
the  philosophical  and  legaA  dialogue  necessary  for  procure¬ 
ment  of  reprocurement  data.  /Ref.  6:pp.  5-207 

Adequate  planning  and  use  of  appropriate  DOD  FAR 
Supp.  data  clauses  is  crucial  to  receiving  adequate  data  with 
unlimited  rights  for  reprocurement.  /Ref.  6:pp.  5-87  The  DOD 
FAR  Supp.  clauses  which  are  critical  to  receiving  sufficient. 


rights,  or  at  least  becoming  aware  of  limited  rights  early  in 
the  acquisition  process,  are  DOD  FAR  Supp.  52.227-7013  Rights 
in  Technical  Data  and  Computer  Software  and  DOD  FAR  Supp. 
52.227-7014  Predetermination  of  Rights  in  Technical  Data. 
/Ref.  16;  Ref.  6:pp.  5-167 

Additionally,  the  Office  of  Naval  Research  Patent 
Counsel  disclosed  in  1979  that  the  following,  or  similar 
provision,  could  be  included  in  a  contract  having  the  basic 
DOD  FAR  supp.  data  clause  52.227-7013,  without  constituting  a 
deviation  /Ref.  327. 

Contractor  will  not  incorporate  into  the  hardware  or  any 
other  product  required  to  be  developed  or  delivered  under 
this  contract  any  item,  component,  or  process  developed 
at  the  contractor's  private  expense  without  first  obtain¬ 
ing  written  permission  of  the  contracting  officer. 

As  stated  earlier,  the  draft  Marine  Corps  order 
on  replenishment  spare  parts  breakout  requires  including  spe¬ 
cific  data  item  descriptions  (DID's)  in  all  Marine  Corps  con¬ 
tracts  for  weapons  systems  and  equipment  including  (1)  DI-P- 
7128,  Contractor  Technical  Information  Coding  of  Spare  Parts, 
(2)  DI-P-7129,  Technical  Data  Information  Checklist,  and  (3) 
DI-P-4756,  Procurement  Data  Packages  and  Lists. 

/Ref.  34 :p.  37 

MIL-STD-490,  Specification  Practices,  establishes 
the  content  and  format  of  specifications,  which  when  combined 
with  drawings,  forms  the  basis  for  a  technical  data  package 
suitable  for  competitive  reprocurement.  Specifically,  type 
Clb,  "Prime  Item  Product  Fabrication  Specifications"  contain 
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the  requisite  information  for  reprocurement.  /Ref.  6:pp.  2-67 
DOD-D-IOOOB,  "Drawings,  Engineering  and  Associated  Lists," 
defines  levels  of  drawings  progressing  from  system  design  to 
production.  Level  3  drawings  provide  engineering  information 
sufficient  to  produce  an  end  item,  in  quantity,  and  compe- 
tively  procure  spare  parts  substantially  identical  to  the  6- 
riginal  parts.  /Ref.  6:pp.  2-67  If  level  3  drawings  and 
associated  lists  are  specified  in  a  contract,  the  Government 
should  receive  adequate  data  for  reprocurement,  subject  to 
legibility  and  quality  considerations.  /Ref.  6:pp.  2-6 7 
c.  Data  Management 

Upon  examination  of  the  various  constraints  to 
breakout,  problems  are  aired  which  would  appear  to  pervade 
other  aspects  of  data  management,  including,  follow-up,  re¬ 
ceipt,  inspection,  acceptance,  storage,  arid  retrieval.  If 
Section  V  of  DOD  Form  DD  1418,  Procurement  Data  Record,  is 
completed  during  provisioning  and  initial  AMC  assignment,  the 
form  may  be  utilized  as  a  due-in  data  file  as  well  as  the  in¬ 
dividual  part  breakout  file  required  by  DAR  Supp.  6. 

/Ref.  6 : pp.  5-23;  Ref.  7:S6-303.l7 

Upon  receipt  of  data  due-in  from  a  contractor, 
formal  documented  reviews  should  be  accomplished  prior  to  ac¬ 
ceptance  to  ensure  that  the  data  received  is  adequate  for  re¬ 
procurement,  meets  the  contract  specifications,  and  is 
legible.  /Ref.  6:pp.  2-97  Liaison  with  MCLB  Albany  breakout 
personnel  indicated  that  timely  data  evaluation  will  be 


attempted  in-house  by  newly  hired  engineering  personnel  in 
the  Competition  Advocate's  Office.  As  a  back  up  measure, 
funds  have  been  requested  in  the  FY1985  Budget  for  contrac¬ 
tual  assistance  in  data  evaluation.  /Ref.  14;  Ref.  10/ 

4 .  Breakout  Screening 

DAR  Supp.  6  calls  for  initial  breakout  screening  of 
parts  entering  the  inventory  and  periodic  screening  of  parts 
according  to  annual  buy  value  and  the  assigned  review  sus¬ 
pense  date.  /Ref.  7 7  As  stated  earlier,  initial  screening 
and  AMC  assignment  could  be  conducted  during  provisioning  by 
participation  of  breakout  screening  personnel  qn  the  provi¬ 
sioning  team  and  the  results  posted  on  a  DD  Form  1418  estab¬ 
lishing  a  part  file.  /Ref.  6:pp.  5-22/  DAR  Supp.  6  requires 
the  application  of  priorities  to  concentrate  on  those  parts 
offering  the  greatest  opportunity  for  breakout  and  cost 
savings.  /Ref.  7:-S6— 104_7 

As  stated  earlier,  the  parts  requirement  or  stratifi¬ 
cation  program  at  MCLB  Albany  produces  "post  grid  extract 
listings."  /Ref.  227  (See  Appendix  H) .  These  listings  pro¬ 
vide  line-item  projected  requirements  for  replenishment  spare 
parts  for  the  following  twelve  month  period  in  descending  an¬ 
nual  buy  value.  /Ref.  2^7  Review  of  these  lists  for  parts 
with  annual  buy  values  over  $10,000  and  posting  of  the  current 
annual  buy  values  to  the  DD  Form  1418  in  the  individual  part 
files  would  establish  the  basis  for  assignment  of  part  review 
dates,  (Parts  with  an  annual  buy  value  under  $10,000  require 


only  initial  screening  and  assignment  of  AMCs) . 

/Ref.  7:S6-300_7  For  an  initial  period  during  implementation 
of  the  methodology  offered,  part  files  would  of  necessity  be 
established  from  the  post  grid  extract  listings. 

The  accomplishment  of  periodic  screening  according  to 
annual  buy  value  and  part  review  date  would  appear  to  the  re¬ 
searcher  to  be  best  served  by  utilization  of  post  grid  ex¬ 
tract  listings  to  establish  part  files  and  review  dates,  and 
utilization  of  a  standard  office  tickler  system.  Individual 
part  file  folders  could  be  tagged  by  colored  clips  signaling  • 
the  proximity  of  review  dates.  This  would  preclude  unnec¬ 
essary  and  inefficient  review  of  all  part  files  during  period¬ 
ically  scheduled  reviews. 

5 .  A  Breakout  Model 

According  to  current  MCLB  Albany  plans,  AMC  screening 
and  associated  breakout  tasks  to  progressivley  improve  the 
competitive  status  of  parts  will  be  the  responsibilities  of 
various  newly  hired  acquisition,  engineering,  and  technical 
personnel  in  the  Competition  Advocate "s  Office. 

/Ref.  14;  Ref.  187  As  noted  previously,  actions  necessary  to 
lay  the  groundwork  for,  and  successfully  accomplish,  breakout 
additionally  involve  earlier  phases  of  the  acquisition  pro¬ 
cess.  In  the  researcher’s  opinion,  guidance  from  Headquarters 
Marine  Corps  is  required  to  enjoin  the  efforts  of  the  members 
of  the  ACG  to  participate  in  laying  a  foundation  for  breakout 
in  coordination  with  the  efforts  of  those  responsible  for 
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breakout  at  MCLB  Albany.  Upon  analysis  of  the  DAR  Supp.  6 
breakout  process  and  decision  flowchart,  it  would  appear  to 
the  researcher  that  sufficient  guidance  exists  in  the  Sup¬ 
plement  concerning  DOD  policy  in  accomplishing  breakout  ef¬ 
forts  during  replenishment.  Analysis  of  the  complex, 
lengthy,  65  step  breakout  flowchart,  additionally  reveals  a 
comprehensive  procedure  which  may  well  identify  every  con¬ 
ceivable  aspect  of  the  breakout  decision.  /Ref.  1  £/  As  a 
breakout  model,  the  DAR  Supp.  6  process  flowchart  would  ap¬ 
pear  to  abstract  and  display  the  requisite  considerations 
involved  and  actions  necessary  to  effect  breakout  in  the  re¬ 
plenishment  cycle.  /Ref.  14;  Ref.  187  In  the  researcher's 
opinion,  however,  after  analysis  of  the  Supplement  and  dis¬ 
cussion  with  both  Marine  Corps  and  Air  Force  breakout  per¬ 
sonnel,  a  simplified  procedure  for  actions  leading  up  to  the 
breakout  decision  is  required.  /Ref.  14;  Ref.  18;  Ref.  227 
As  stated  earlier.  Air  Force  breakout  officials  at  the  Air 
Logistics  Center  (ALC's)  utilize  AFLC  Form  761  to  both  guide 
breakout  personnel  in  the  performance  of  breakout  tasks  and 
record  the  results  of  their  efforts.  /Ref.  18;  Ref.  22 7 
6 .  Economic  Evaluation 

Recent  research  into  Air  Force  use  of  AFLC  Form  761 
for  breakout  by  the  research  firm  Analytics,  revealed  that 
while  the  form  provides  a  mechanism  for  review  of  a  part's 
competitive  status,  it  does  not  provide  sufficient  guidance 
or  documentation  for  the  economic  evaluation  leading  to  the 


breakout  decision.  /Ref.  6:pp.  6-7/  DD  Form  1418,  Data  Pro¬ 
curement  Record,  offered  by  the  researcher  to  establish  a 
part  file  and  record  parts  screening  is  deficient  in  the 
same  regard  as  evidenced  in  Appendix  H.  In  their  recent 
Phase  4  Report,  Analytics  provided  the  Air  Force  with  a  mod¬ 
el  to  capture  the  potential  cost  elements  relevant  to  the 
economic  evaluation  in  the  breakout  decision. 

/Ref.  6:pp.  3-2.7  The  Competitive  Acquisition  and  Breakout  of 
Spare  (CABs)  model  first  identifies  the  various  nonrecurring 
and  recurring  cost  elements  potentially  associated  with 
breakout  and  then  calculates  the  net  savings  from  breakout. 
/Ref.  6:pp.  4-7/  The  net  savings  are  equal  to  the  historical 
percentage  of  savings  times  the  remaining  program  life  buy 
value,  less  the  summation  of  perceived  nonrecurring  and  re¬ 
curring  costs  to  breakout  a  given  part.  /Ref.  6:pp.  4~27 
The  various  components  of  recurring  and  nonrecurring  costs  in 
the  CAB  model  are: 

a.  Recurring  Costs  (?) 

(1)  Technical  assistance. 

(2)  Product  assurance. 

(3)  Risk  of  non-performance. 

(4)  Risk  of  time-delay. 

(5)  Update  and  distribute  data  packages. 

(6)  Data  package  verification. 

(7)  Solicitation  preparation  and  evaluation. 


(8)  Contract  administration/ termination, 
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b.  Nonrecurring  Costs  ($) 

(1)  Remaining  program  life  buy  value  at  current  unit 
price. 

(2)  Cost  of  special  tooling. 

(3)  New  source  qualification. 

(4)  Reverse  engineering. 

(5)  Initial  data  package  verification. 

(6)  Purchase  of  data  rights. 

(7)  Purchase  of  procurement  data  package. 

(8)  First  article  test  and  inspection. 

(9)  Production  and  test  facility  costs  billed  to  the 
Government. 

(10)  Qualification  testing  billed  to  the  Government. 

(11)  Special  tooling  billed  to  the  Government. 

(12)  Variable  cataloging  for  nonstandard  parts. 

(13)  Bin  opening  for  nonstandard  parts. 

(14)  Management  for  nonstandard  parts. 

(15)  Technical  data  for  nonstandard  parts. 

(16)  Additional  repair  tools  and  test  equipment  for  non¬ 
standard  parts. 

As  stated  earlier,  DOD  Form  1418,  Procurement 
Data  Record,  could  be  utilized  as  a  due-in  data  file,  and  it 
could  be  utilized  to  guide  breakout  personnel  in  the  techni¬ 
cal  considerations  in  breakout.  Additionally,  the  form 
could  be  used  for  documentation  of  AMC  screening  and  actions 
taken  to  improve  the  competitive  status  of  a  part  utilizing 


section  VIII,  Remarks.  In  the  opinion  of  the  researcher,  the 
addition  of  a  third  preprinted,  locally  produced,  page  to  DD 
Form  1418,  Section  X,  would  enable  use  of  thfe  form  for  the 
complete  breakout  process.  The  additional  page  would  list 
the  recurring  and  nonrecurring  cost  elements  identified  in 
the  Analytic's  CAB  Model,  provide  space  for  quantification 
of  the  various  costs,  and  provide  instructions  and  space  for 
computing  the  net  savings  or  loss  due  to  breakout  of  a  part. 
An  example  of  such  a  format  is  provided  in  Appendix  I. 

7.  Supply  Feedback 

Under  the  breakout  process  and  documentation  mech¬ 
anism  offered,  AMC  screening  and  actions  to  improve  thh  com¬ 
petitive  status  of  replenishment  spare  parts  is  an  ongoing 
process.  Breakout  personnel  interviewed  at  MCLB  Albany  in¬ 
tend  to  attach  to  each  computer  generated  and  item  manager 
"scrubbed"  buy  recommendation  for  replenishment  spare  parts, 
the  individual  part  breakout  file  for  procurement  recom¬ 
mendation  to  the  contracting  officer.  /Ref.  1£7  Limited 
screening  of  parts  not  yet  screened,  for  immediate  buy  re¬ 
quirements,  is  accomplished  under  the  DAR  Supp.  6  process  by 
reviewing  the  part's  technical  characteristics  and  data 
available  and  assigning  an  appropriate  AMC  with  no  action 
taken  to  impiove  it's  status.  /Ref.  7:S6-397  The  same  ap¬ 
proach  to  facilitate  immediate  buy  requirements  could  be 
used  with  the  utilization  of  DD  Form  1418.  DAR  Supp.  6  al¬ 


lows  complete  by-passing  of  the  AMC  screening  process  for 
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urgent  immediate  buy  requirements.  ^Ref.  7:S6-1057  Again, 
the  same  approach  to  facilitate  urgent  immediate  buy  require¬ 
ments  could  be  utilized  under  the  procedure  offered. 

8.  Summary 

The  Office  of  Federal  Procurement  Policy  (OFPP)  re¬ 
cently  identified  the  DOD  Replenishment  Spare  Parts  Breakout 
Program  as  the  most  difficult  of  current  spare  parts  initia¬ 
tives  to  implement.  The  OFPP  stated  that  DOD  must  learn  how 
to  breakout  parts  in  a  cost  effective  manner.  /Ref.  l:p.  4^7 
Subsequent  to  analysis  of  the  DAR  Supp.  6  procedure  and  dis¬ 
cussion  with  DOD  breakout  practitioners  research  indicates 
the  difficulties  encountered  in  implementation  of  DAR  Supp. 

6  are  twofold.  First,  the  procedure  is  complex  and  the  flow¬ 
chart,  while  comprehensive,  does  not  lend  itself  to  use  by  a 
practitioner.  Secondly,  the  provisions  of  DAR  Supp.  6  cen¬ 
ter  around  the  replenishment  cycle.  Key  groundwork  early  in 
the  acquisition  process  that  is  crucial  to  successful  break¬ 
out  is  not  prescribed  in  DAR  Supp.  6.  As  such,  the  DAR  Supp, 
6  process  is  not  a  comprehensive  program  for  the  implementa¬ 
tion  of  replenishment  spare  parts  breakout.  The  program  and 
procedures  offered  in  this  Chapter  for  implementation  at 
MCLB  Albany  address  issues  and  factors  felt  to  be  crucial  to 
successful  breakout  which  span  the  systems  acquisition 


process 


VI.  CONCLUSIONS  AND  RECOMMENDATIONS 


The  following  conclusions,  recommendations,  and  answers 
to  the  research  questions  are  presented  as  a  result  of  this 
study. 

A.  CONCLUSIONS 

1.  Conclusion  No.  1.  The  DAR  Supp.  6  DOD  Replenishment 
Spare  Parts  Breakout  Program  is  one  of  thte  most  difficult  of 
current  spare  parts  initiatives  to  implement.  As  presented 
in  Chapter  III,  DOD  has  experienced  considerable  longstand¬ 
ing  problems  in  realizing  competitive  savings  through  break¬ 
out.  Historically,  spare  parts  considerations  have  received 
low  relative  priority  with  the  Program  Manager's  competing 
objectives  of  cost,  schedule,  readiness,  and  affordability. 

As  a  result,  acquisition  strategies  have  not  focused  on  the 
creation  and  preservation  of  the  necessary  philosophical  and 
legal  dialogue  to  obtain  actual  and  alternate  manufacturers 
of  parts  and  the  right  to  sufficient  technical  data  for 
breakout. 

DOD  breakout  officials  and  the  literature  express 
considerable  frustration  in  efforts  to  implement  the  provi¬ 
sions  of  DAR  Supp.  6  as  discussed  in  Chapters  III  and  V. 

These  frustrations  center  around  the  difficult  environment  in 
which  breakout  is  tasked  to  produce  competitive  savings  and 
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the  complexity  of  the  DAR  Supp.  6  breakout  process  as  pre¬ 
sented.  In  Chapter  III  it  was  pointed  out  that  thh  ability 
to  competitively  procure  spare  parts  is  largely  determined 
early  in  the  systems  acquisition  process  by  personnel  not 
involved,  or  possibly  concerned,  with  breakout.  In  Chapter 
IV,  evaluation  of  the  DAR  Supp.  6  breakout  flowchart  empha¬ 
sized  that  the  process  prescribed  is  sufficiently  complex 
and  tedious,  and  inefficient  to  preclude  effective  implemen¬ 
tation  as  presented. 

The  too  late  timing  of  breakout  efforts  in  picking  up 
the  pieces  to  competitively  procure  spare  parts  during  re¬ 
plenishment,  as  well  as  the  difficulty  in  implementing  the 
tedious  DAR  Supp.  6  process  ill-designed  for  application, 
create  a  remarkable  challenge  to  implement  the  DOD  Replenish¬ 
ment  Spare  Parts  Breakout  Program. 

2.  Conclusion  No.  2.  The  DAR  Supp.  6  DOD  Replenishment 
Spare  Parts  Breakout  Program  is  focused  on  actions  during 
replenishment,  while  effective  breakout  is  dependent  on  ac¬ 
tions  early  in  the  systems  acquisition  process.  Chapter  IV 
of  this  study  provides  an  evaluation  of  the  DAR  Supp.  6 
breakout  program.  Other  than  the  general  requirement  to  i- 
dentify,  select,  and  screen  parts  for  breakout  as  early  as 
possible,  no  further  prescription  of  actions  earlier  in  the 
systems  acquisition  process  than  during  replenishment  in 
Production/Deployment  is  offered  by  DAR  Supp.  6.  It  was 
established  in  Chapter  III  that  the  earliest  that  parts  can 


be  realistically  identified  for  screening  procedures  is  sub¬ 
sequent  to  the  contractor  providing  a  Government  approved 
provisioning  parts  list  in  provisioning  conferences  during 
initial  production. 

Chapter  IV  pointed  out  that  unless  several  considera¬ 
tions  are  satisfied  early  in  the  systems  acquisition  process, 
breakout  is  asked  to  operate  under  the  worst  possible  condi¬ 
tions.  Adequate  planning  for  competitive  procurement  of 
spare  parts  must  begin  early  in  the  systems  acquisition  pro¬ 
cess  so  that  actual  manufacturers  and  alternate  sources  are 
identified,  and  so  that  sufficient  rights  to  technical  data 
suitable  for  reprocurement  are  obtained  in  a  timely  manner. 

Chapter  V  further  established  that  accomplishment  of 
these  crucial  tasks  involve  actions  by  various  acquisition 
personnel  which  span  the  sytems  acquisition  process  starting 
as  early  as  the  acquisition  strategy  in  Concept  Exploration. 
The  Government's  acquisition  strategy  sets  the  stage  for  con¬ 
tractual  content  which  is  crucial  to  obtaining  the  actual  and 
alternate  manufacturers  of  parts  in  a  system  as  well  as  the 
rights  to  adequate  reprocurement  data.. 

3.  Conclusion  No.  3.  The  DAR  Supp.  6  DOD  Replenishment 
Spare  Parts  Breakout  Program  does  not  provide  guidance  for 
acquisition  personnel  whose  actions  are  crucial  to  breakout. 
It  was  revealed  in  Chapter  IV  that  DAR  Supp.  6  does  not 


provide  guidance  to  accomplish  the  following  requirements 
levied  by  current  Department  of  Defense  policy  on  breakout: 

a.  To  consider  the  Government Ts  rights  and  ability  to 
breakout  and  competively  procure  spare  parts  in  all 
contracts  for  defense  systems. 

b.  To  discontinue  the  use  of  Government  specifications 
and  contractor  proposed  designs  which  would  inhibit 
subsequent  competitive  procurement  of  spare  parts. 

c.  To  make  breakout  of  replenishment  spare  parts  a  factor 
in  source  selection  for  defense  systems. 

d.  To  negotiate  contract  provisions  that  reduce  the  con¬ 
tractor's  use  of  proprietary  rights  in  data. 

e.  To  further  mechanize  defense  data  repositories  to  im¬ 
prove  acquisition,  receipt,  inspection,  and  storage 
and  retrieval  of  technical  data. 

Chapter  IV  established  that  the  accomplishment  of 
these  requirements  depends  on  the  commitment,  adequate  plan¬ 
ning,  and  timely  actions  by  acquisition  strategists,  program 
managers,  contracting  officers,  data  managers,  and  engineer¬ 
ing  and  technical  personnel.  The  successful  accomplishment 
of  breakout  requires  a  program  sufficiently  broad  in  scope  to 
harness  the  commitment  and  efforts  of  these  key  players  who 
must  become  responsible  for  an  effective  breakout  program. 

4.  Conclusion  No.  4.  The  DAR  Supp.  6  breakout  process 
sufficiently  captures  the  factors  in  the  breakout  decision 
but  is  too  complex,  tedious,  and  is  inefficient  for  day-to- 
day  use  by  breakout  technicians.  The  DAR  Supp.  6  breakout 
process  was  evaluated  in  Chapter  IV.  The  process  was  found 


to  sufficiently  address  the  factors  in  the  breakout  decision 
involving  technical  data,  design,  producability ,  quality  con¬ 
trol,  special  tooling  and  equipment,  and  economic  feasibility 
to  breakout.  Chapter  V  examines  the  complex,  sixty-five  step 
breakout  flowchart.  Subsequent  to  the  researcher's  analysis 
of  the  flowchart  and  descussion  with  both  Marine  Corps  and 
Air  Force  breakout  personnel,  it  was  established  that  a  sim¬ 
plified  procedure  is  required  for  effective  implementation. 
The  process,  while  structured  in  logical  step  sequence,  is 
excessively  tedious  and  does  not  take  into  account  the  vari¬ 
ous  organizational  functions  necessary  to  accomplish  the 
myriad  of  breakout  tasks.  As  such,  the  process,  while  com¬ 
prehensive,  is  highly  inefficient  and  infeasible  for  day- 
to-day  use. 

B.  RECOMMENDATIONS 

1.  Recommendation  No .  1 .  Headquarters  Marine  Corps 
should  provide  additional  guidance  to  Marine  Corps  acquisi¬ 
tion  personnel  whose  actions  affect  the  success  of  breakout. 
As  established  in  Chapters  IV  and  V  of  this  research,  the 
successful  accomplishment  of  breakout  requires  a  program  suf¬ 
ficiently  broad  in  scope  to  harness  the  commitment  and  ef¬ 
forts  of  key  players  in  the  system  acquisition  process. 

These  personnel  include  acquisition  strategists,  program  man¬ 
agers,  contracting  officers,  data  managers,  and  engineering 
and  technical  personnel. 


It  is  recommended  that  draft  Marine  Corps  Order 
4400. 22D,  Marine  Corps  Replenishment  Spare  Parts  Breakout 
Program  discussed  in  Chapters  III  and  V  be  amended  to  pro¬ 
vide  additional  guidance  to  acquisition  personnel.  Specific 
elements  of  this  guidance  will  be  addressed  in  the  respec¬ 
tive  recommendations. 

2.  Recommendation  No .  2 .  Headquarters  Marine  Corps 
should  require  Acquisition  Program  Sponsors  to  ensure  expres¬ 
sion  in  all  systems  acquisition  strategies.  Marine  Corps  in¬ 
tent  to  competitively  procure  spare  parts  through  contractor 
disclosure  of  actual  and  alternate  manufacturers  and  pro¬ 
vision  of  full  rights  to  technical  data  for  reprocurement. 

In  Chapters  IV  and  V,  it  was  pointed  out  that  stating  this 
intent  up  front  in  the  acquisition  strategy,  should  set  the 
stage  for  competitive  procurement  of  spare  parts  and  prevent 
future  misunderstandings. 

An  amendment  to  draft  MCO  4400. 2 2D  providing  direc¬ 
tion  to  Acquisition  Program  Sponsors  ensuring  expression  in 
all  systems  acquisition  strategies.  Marine  Corps,  intent  to 
competitively  procure  spare  parts  through  contractor  disclo¬ 
sure  of  actual  and  alternate  manufacturers  and  provision  of 
full  rights  to  technical  data  for  reprocurement  should  es¬ 
tablish  this  requirement  for  acquisition  strategies. 
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3.  Recommendation  No.  3.  Headquarters  Marine  Corps 
should  require  close  liaison  between  Acquisition  Program 
Sponsors  (APSs) ,  and  the  MCLB  Albany  Competition  Advocate  to 
ensure  proper  emphasis  of  competitive  spare  parts  procure¬ 
ment.  As  discussed  in  Chapter  III,  the  MCLB  Albany  Competi¬ 
tion  Advocate  is  tasked  with  accomplishing  replenishment 
spare  parts  breakout  in  the  Marine  Corps.  It  was  pointed 
out  in  Chapter  IV,  however,  that  the  successful  accomplish¬ 
ment  of  breakout  is  dependent  on  timely  actions  by  acquisi¬ 
tion  strategists,  program  managers,  contracting  officers, 
data  managers,  and  engineering  and  technical  personnel. 

Mandating  close  liaison  between  the  MCLB  Albany  Com¬ 
petition  Advocate's  office  and  the  APS,  (with  total  program 
responsibilities) ,  by  active  participation  in  all  Acquisition 
Coordinating  Group  (ACG)  meetings,  from  the  inception  of 
Marine  Corps  involvement  in  a  program,  should  provide  suffi¬ 
cient  means  for  emphasizing  the  competitive  procurement  of 
spare  parts.  An  amendment  to  draft  MCO  4400. 22D  requiring 
MCLB  Albany  Competition  Advocate  representation  in  all  Ac¬ 
quisition  Coordinating  Group  conferences  from  the  beginning 
of  the  acquisition  process,  to  ensure  that  the  Government's 
right  and  ability  to  breakout  and  competively  procure  spare 
parts  is  considered  in  all  requests  for  proposals  and  con¬ 
tracts  for  weapons  systems  and  equipment  would  establish 


this  mandate. 


4.  Recommendation  No.  4.  Headquarters  Marine  Corps 
should  require  Acquisition  Program  Sponsors  to  recommend  to 
the  Service  buying  a  weapon  system  for  Marine  Corps  use,  im¬ 
plementation  of  Defense  Secretary  Weinberger's  test  program 
to  make  breakout  of  spare  parts  a  faptor  in  source  selection 
in  new  Full-Scale  Engineering  Development  Contracts  for¬ 
ma  jor  systems.  This  test  program  was  discussed  in  detail  in 
Chapter  V.  The  test  program  is  mandated  in  the  Secretary  of 
Defense's  Twenty  Five  Point  Memorandum  to  the  Service  Secre¬ 
taries  of  19  August  1983.  /Ref.  57  According  to  the  memoran¬ 
dum,  the  program  can  be  implemented  by  contracting  officers, 
in  the  form  presented,  immediately,  with  no  special 
authority. 

It  was  established  in  Chapter  III  that  the  Marine 
Corps  does  not  procure  its  major  systems.  As  such,  imple¬ 
mentation  of  the  test  program  involves  recommending  its  use 
by  the  cognizant  Service's  buying  activity.  This  requirement 
for  Acquisition  Program  Sponsors  can  be  established  by  an 
amendment  to  draft  MCO  4400. 22D  requiring  Acquisition  Program 
Sponsors  recommend  to  Services  buying  a  weapon  system  for 
Marine  Corps  use,  implementation  of  Defense  Secretary 
Weinberger's  test  program  to  make  breakout  of  spare  parts  a 
factor  in  source  selection. 

5.  Recommendation  No.  5.  Headquarters  Marine  Corps 

should  require  use  of  DOD  FAR  Supp.  data  clauses  52.227-7013 
Rights  in  Technical  Data  and  Computer  Software,  52.227-7014 


Predetermination  of  Rights  in  Technical  Data,  and  the  fol¬ 
lowing  additional  clause,  in  all  contracts  for  weapons  sys¬ 
tems  and  equipment  /Ref.  327: 

Contractor  will  not  incorporate  into  the  hardware  or  any 
other  product  required  to  be  developed  or  delivered  under 
this  contract  any  item,  component,  or  process  developed 
at  the  contractor ' s  private  expense  without  obtaining  the 
written  permission  of  of  the  contracting  officer. 

Chapter  V  discussed  the  current  DOD  policy  require¬ 
ment  to  negotiate  contract  provisions  that  reduce  the  con¬ 
tractor's  use  of  proprietary  rights  in  data.  It  was 
established  in  Chapter  V  that  use  of  these  standard  DOD  FAR 
Supp.  data  clauses  is  critical  to  receiving  sufficient  data 
rights  or  at  least  becoming  awaro  of  limited  rights  early  in 
the  systems  acquisition  process.  It  was  additionally  estab¬ 
lished  in  Chapter  V  that  the  foregoing  additional  clause 
could  be  included  in  a  contract  having  the  base  DOD  FAR  Supp. 
data  clause  52.227-7013  without  constituting  a  deviation. 

The  requirement  for  use  of  these  clauses  should  be 
implemented  by  amendment  to  draft  MCO  4400. 22D  requiring  Ac¬ 
quisition  Program  Sponsors  to  ensure  that  the  standard  DOD 
FAR  Supp.  data  clauses  and  additional  clause  as  stated  herein 
be  included  in  all  contracts  for  weapons  systems  and 
equipment. 

6.  Recommendation  No.  6.  Headquarters  Marine  Corps 
Should  establish  the  requirement  for  MCLB  Competition  Advo¬ 
cate  and  Small  and  Disadvantaged  Business  Utilization  ( SADBU) 
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Specialist  representation  at  combined  Provisioning/Aquisition 
Method  Coding  (AMC)  Conferences.  As  discussed  in  Chapter  II, 
spare  parts  are  first  identified  in  provisioning  from  Govern¬ 
ment  approved  provisioning  parts  lists.  Chapter  IV  describes 
the  provisioning  and  AMC  assignment  process  and  the  common¬ 
ality  in  the  processes  with  a  respect  to  breakout.  The  ini¬ 
tial  competitive  status  of  a  part  is  established  upon  as¬ 
signment  of  Source,  Maintenance,  and  Recoverability  Codes. 

The  two  digit  Source  Code  establishes  whether  a  part  will  be 
procured  and  the  source  of  procurement.  This  coincides  with 
the  assignment  of  the  acquisition  method  code  which  states 
the  specific  competitive  status  of  thfe  part.  Combining  pro¬ 
visioning  and  AMC  conferences  takes  advantage  of  the  common¬ 
ality  of  the  two  processes  and  enhances  efficiency  as 
discussed  in  Chapter  IV.  Mandatory  Competition  Advocate  and 
SADBU  representation  at  the  conferences  should  ensure  ag¬ 
gressive  challenging  of  restrictive  contractor  recommended 
acquisition  methods  and  Small  Business  participation  in  AMC 
conferences  as  required  by  DAR  Supp.  6. 

Implementation  of  this  requirement  could  be  accom¬ 
plished  by  mandating  this  recommendation,  as  stated  herein 
by  amendment  to  draft  MCO  4400.22D. 

7.  Recommendation  No.  7.  Marine  Corps  Logistics  Base 
Albany,  Georgia  should  utilize  Government  approved  Provision¬ 
ing  Parts  Lists  (PPLs)  for  initial  breakout  screening  of 


replenishment  spare  parts  entering  the  inventory.  DAR  Supp. 

6  requires  breakout  screening  as  early  as  possible  to  iden¬ 
tify  constraints  to  breakout  and  improve  the  competitive 
status  of  spare  parts  initially,  upon  parts  entering  the  in¬ 
ventory,  and  subsequently,  by  periodic  screening,  based  on 
projected  annual  buy  value  and  individual  part  AMC  review 
date.  Chapters  II  and  IV  established  that  the  earliest  a 
part  can  be  identified  for  breakout  screening  is  upon  con¬ 
tractor  provision  of  a  Government  approved  PPL  in  provi¬ 
sioning  conferences  during  initial  production.  Screening 
of  PPLs  for  contractor  recommended  acquisition  methods  should 
satisfy  the  requirements  of  DAR  Supp.  6  for  initial  screen¬ 
ing,  upon  parts  entering  the  inventory. 

Implementation  of  this  procedure  should  be  accom¬ 
plished  by  including  this  requirement  as  stated  in  the  re¬ 
commendation  in  an  amendment  to  draft  MCO  4400. 22D. 

8.  Recommendation  No .  8 .  Marine  Corps  Logistics  Base 
Albany  should  establish  an  Acquisition  Method  Code  (AMC)  re¬ 
view  date  tickler  system.  This  system  would  ensure  timely 
review  of  AMC's  as  required  by  DAR  Supp.  6. 

As  stated  in  Chapter  V  the  parts  requirement  or 
stratification  program  at  MCLB  Albany  produces  post  grid  ex¬ 
tract  listings.  These  listings  provide  line-item  projected 
requirements  for  replenishment  spare  parts  for  the  following 
twelve  month  period  in  descending  annual  buy  value.  It  was 
established  in  Chapter  V  that  periodic  screening  according  to 


annual  buy  value  and  part  review  date  could  be  accomplished 
by  utilization  of  post  grid  extract  listings  to  identify 
parts  with  annual  buy  value  over  $10,000  and  utilization  of 
a  standard  office  tickler  file  system  to  review  parts  by 
review  date. 

As  discussed  in  Chapter  V,  individual  part  file  fold¬ 
ers  could  be  tagged  by  colored  clips  signaling  the  proximity 
of  review  dates.  This  procedure  would  preclude  unnecessary 
and  inefficient  review  of  all  part  files  during  periodically 
scheduled  reviews. 

Implementation  of  a  tickler  system  should  be  mandated 
in  the  MCLB  Albany  implementing  instruction  for  MCO  4400. 22D. 
The  specific  office  procedure  to  accomplish  the  system  should 
be  included  in  the  Competition  Advocated  Office  standard 
operating  procedures. 

9.  Recommendation  No .  9 .  Marine  Corps  Logistics  Base 
Albany,  Georgia  should  utilize  DOD  Form  DD1418,  Procurement 
Data  Record  as  analyzed  in  this  research  to  guide  breakout 
personnel  in  assignment  and  review  of  Acquisition  Method 
Codes,  (AMC's) ,  improving  the  competitive  status  of  spare 
parts,  making  economic  evaluations  for  breakout,  managing 
data  due  from  contractors  and  documenting  actions  taken. 

As  established  in  Chapters  IV  and  V,  an  existing  DOD  Form, 
1418,  can  be  utilized  for  breakout.  The  form  provides  a 
breakout  guide  and  means  for  recording  provisioning  data  in¬ 
cluding  the  factors  involved  in  the  breakout  decision. 


initial  AMC  assignment,  parts  sources,  breakout  efforts,  and 
with  the  additional  pages  provided  in  Appendix  I  of  this 
research,  a  comprehensive  economic  analysis  for  breakout. 

As  discussed  in  Chapters  IV  and  V,  use  of  DD  Form  1418  addi¬ 
tionally  establishes  a  due-in  data  file  for  any  technical 
data  to  be  delivered  to  the  Government.  Timely  followup  by 
breakout  technicians  would  help  ensure  receipt  of  data  or¬ 
dered  ir.  the  systems  contract. 

Implementing  the  use  of  DD  Form  1418  should  be  ac¬ 
complished  by  requiring  it's  use  in  MCLB  Albany's  implement¬ 
ing  instruction  of  draft  MCO  4400. 22D,  (The  draft  order 
requires  an  implementing  directive) .  The  form  as  adapted  in 
this  research.  Appendices  G  and  I,  should  be  made  an  enclo¬ 
sure  to  the  MCLB  implementing  instruction. 

C.  ANSWERS  TO  RESEARCH  QUESTIONS 

The  subsidiary  research  questions  posed  at  the  beginning 
of  the  study  are  specifically  addressed  followed  by  a  treat¬ 
ment  of  the  primary  research  question. 

1.  Subsidiary  Question  No,  1.  What  are  replenishment 
spare  parts  and  how  are  these  parts  acquired  through  a  break 
out  program?  Replenishment  spare  parts  are  defined  in 
Chapter  I  as  those  consumable  or  repairable  parts  purchased, 
after  provisioning  of  a  part,  for  replacement,  overhaul,  and 
repair  of  equipment. 


Replenishment  spare  parts  are  procured  in  an  ongoing 
process  described  in  Chapter  II.  Chapter  III  provides  an 
overview  of  the  process  at  MCLB  Albany.  Basically,  require¬ 
ments  for  replenishment  spare  parts  from  repair  and  mainte¬ 
nance  actions  in  the  field  are  compiled  by  an  automated 
inventory  control  system  which  produces  computer  generated 
purchase  requests.  These  requests  are  screened  for  errors 
and  are  submitted  to  the  Contracting  Officer  for  procurement 
action. 

Chapter  II  provides  an  overview  of  a  breakout  program 
as  prescribed  in  DAR  Supp.  6.  The  same  actions  are  taken  to 
acquire  replenishment  spare  parts  under  breakout,  plus  some 
additional  ones.  During  provisioning,  which  occurs  in  ini¬ 
tial  production,  parts  are  assigned  Acquisition  Method  Codes 
which  describe  the  competitive  status  of  the  part.  Under  a 
breakout  program,  continuing  action  is  taken  to  improve  the 
competitive  status  of  a  part  for  the  life  of  the  part  or  un¬ 
til  it  can  be  procured  competitively.  The  Contracting  Offi¬ 
cer  is  provided  an  individual  breakout  file  with  each 
procurement  request  in  which  the  current  acquisition  method 
recommended  as  well  as  available  sources  are  documented. 

2.  Subsidiary  Question  No.  2.  What  are  the  major  ob¬ 
jectives  and  requirements  of  current  U.S.  Marine  Corps  reg¬ 
ulations  and  policy  on  replenishment  spare  parts  breakout? 

As  portrayed  in  Chapter  III,  there  are  no  current  Marine 


Corps  regulations  on  replenishment  spare  parts  breakout. 

MCLB  Albany  is  in  the  process  of  implementing  the  policy  and 
provisions  of  DAR  Supp.  6  until  Headquarters  Marine  Corps 
publishes  an  implementing  order.  A  draft  Marine  Corps  Order, 
Marine  Corps  Replenishment  Spare  Parts  Breakout  Program,  MCO 
4200. 22D  is  in  process. 

The  Major  objectives  and  requirements  of  draft  MCO 
4200. 22D  are  /Ref.  347: 

a.  Objectives: 

(1)  To  reduce  costs  by  breakout  of  parts  for  purchase 
from  other  than  the  prime  weapon  system  contractor 
while  maintaining  the  integrity  of  the  system  and 
equipment  in  which  the  parts  are  to  be  used. 

(2)  To  identify  and  screen  high  dollar  spare  parts  which 
account  for  the  preponderance  of  spare  parts  procure¬ 
ment  dollars  as  early  as  possible. 

(3)  To  prepare  lists  of  all  parts  projected  for  purchase 
during  the  subsequent  twelve  month  period  with  an 
annual  buy  Value  exceeding  $10,000. 

(4)  To  accomplish  follow-on  reviews  of  Acquisition  Method 
Codes  assigned. 

(5)  To  identify  special  tooling  and  special  purpose  test, 
measurement,  and  diagnostic  equipment  required  for 
production  of  high  dollar  spare  parts. 

b.  Requirements: 

(1)  Assign  a  replenishment  spare  parts  breakout  program 
manager  at  Headquarters  Marine  Corps. 

(2) .  Evaluate  program  effectiveness  by  review  of  reports 

required  by  DAR  Supp.  6. 

(3)  Include  specific  data  item  descriptions  for  procure¬ 
ment  of  necessary  technical  data  in  all  acquisitions. 
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(4)  Implement  the  policy  and  provisions  of  DAR  Supp.  6. 

(5)  Consider  life-of-type  procurement  as  an  alternative 
to  competitive  procurement  when  parts  will  not  be 
produced  for  the  life  of  a  weapon  system. 

3.  Subsidiary  Question  No.  3.  What  are  the  key  phases 
of  the  acquisition  process  during  which  breakout  efforts  to 
improve  the  competitive  status  of  a  part  for  the  life  of  a 
part  or  until  it  has  reached  competitive  status?  Chapter  II 
describes  this  process. 

Chapter  V  offers  a  comprehensive  approach  to  accom¬ 
plishing  breakout  which  spans  the  acquisition  process. 
Statement  of  Government  intent  to  buy  data  for  reprocurement, 
and  procure  spare  parts  competitively,  could  be  included  in 
the  acquisition  strategy  during  Concept  Exploration. 

Carrying  this  objective  through  requests  for  proposal  and 
contracts,  through  the  acquisition  phases  to  production, 
should  provide  the  necessary  philosophical  and  legal  dialogue 
to  receive  adequate  rights  to  data. 

The  DOD  Parts  Control  Program,  requiring  contractors 
to  use  standard  military  and  commercial  parts  to  the  maximum 
extent  possible  in  system  design,  is  now  mandatory  for  all 
programs.  Design  occurs  early  in  the  acquisition  process. 

DOD  has  mandated  a  test  procedure  to  make  spare  parts  break¬ 
out  a  factor  in  source  selection  of  Full-Scale  Development 
contracts  for  major  systems. 


Tentative  identification  of  requirements  for  repro¬ 
curement  data  can  be  determined  after  Critical  Design  Review 


during  Full-Scale  Development.  Accurate  identification  of 
procurement  data  requirements  is  delayed  until  after  Phys¬ 
ical  Configuration  Audit  during  Production. 

Adequate  planning  and  use  of  the  appropriate  DOD  FAR 
Supp.  data  clauses,  discussed  in  Chapter  V,  are  crucial  to 
receiving  sufficient  rights  to  reprocurement  data  or  at  least 
becoming  aware  of  limited  rights  early  in  the  system  acquisi¬ 
tion  process. 

Assignment  of  a  part's  initial  competitive  status  oc¬ 
curs  in  Acquisition  Method  Coding  conferences  during  initial 
production.  Aggressive  challenging  of  restrictive  contractor 
recommended  codes  should  be  made  at  this  time. 

Breakout  screening  is  required  upon  a  part  entering 
the  inventory  during  provisioning,  usually  in  initial  pro¬ 
duction,  and  periodically  during  the  replenishment  cycle  in 
Production/Deployment.  The  actions  prescribed  in  DAR  Supp. 

6  to  improve  the  competitive  status  of  a  part  center  around 
the  replenishment  cycle.  As  stated  earlier,  breakout  efforts 
are  to  continue  for  the  life  of  a  part  or  until  the  part  can 
be  procured  competitively. 

4.  Subsidiary  Question  No.  4.  What  is  the  role  of  tech¬ 
nical  data  in  replenishment  spare  parts  breakout?  An  adequate 
technical  data  package  is  necessary  to  develop  qualified 


alternate  sources  for  a  part  which  has  previously  been  re¬ 
stricted  to  sole  source  procurement.  These  additional 
sources  make  competitive  procurement  methods  possible  as 
discussed  in  Chapter  II.  The  data  making  up  a  reprocurement 
data  package  must  be  functionally  adequate  to  enable  a  com¬ 
petent  supplier  in  the  same  field  to  produce  the  part  with¬ 
out  additional  design  effort  on  his  part. 

5.  Subsidiary  Question  No.  5.  What  is  the  scope  of  ap¬ 
plication  of  the  MCLB  Albany  Replenishment  Spare  Parts  Break 
out  Program  and  what  decision-making  process  is  used  in  this 
program?  The  MCLB  Albany  Replenishment  Parts  Breakout  Pro¬ 
gram  is  described  in  Chapter  III.  At  the  present  time,  the 
program  is  not  fully  developed.  Screening  of  projected  an¬ 
nual  buy  listings  during  the  replenishment  cycle  has  result¬ 
ed  in  breakout  actions,  and  in  some  cases  savings  have  been 
realized.  The  program  is  not  instituted  as  an  ongoing  pro¬ 
cess,  however.  Groundwork  early  in  the  system  acquisition 
process  crucial  to  successful  breakout  is  not  being  estab¬ 
lished.  Current  initiatives  such  as  the  hiring  of  engineer¬ 
ing  and  technical  talent,  mechanized  data  management,  and 
improvement  in  contracting  techniques  should  enhance  the 
current  scope  of  the  program. 

The  decision  making  process  used  by  MCLB  Albany 
breakout  personnel  involves  following  the  DAR  Supp.  6 


sixty-five  step  process.  No  other  decision  models,  process¬ 
es,  or  forms  such  as  Air  Force  AFLC  Form  761  are  utilized. 

6.  Subsidiary  Question  No.  6.  What  are  the  factors  to 
be  considered  in  the  breakout  decision?  The  DAR  Supp.  6 
breakout  process  provides  an  exhaustive  review  of  the  various 
technical,  legal,  and  economic  factors  involved  in  the  deci¬ 
sion  to  breakout  a  part.  Chapter  V  provides  a  discussion  of 
the  factors  in  each  phase  of  the  breakout  process.  The  fac¬ 
tors  by  phase  include: 

a.  Data  Collection,  Evaluation,  and  Completion 

(1)  Adequacy  of  available  data  for  reprocurement. 

(2)  Whether  the  data  can  be  developed  into  a  reliable 
data  package. 

(3)  Whether  the  Government  has  sufficient  rights  to  date. 

(4)  Whether  the  Government  can  buy  sufficient  rights. 

b.  Technical  Evaluation 

(1)  Whether  design  is  stable. 

(2)  Whether  a  satisfactory  part  is  presently  being 
produced . 

(3)  Whether  a  qualified  source  exists. 

(4)  Whether  the  part  requires  prior  qualification  testing. 

(5)  Determining  whether  the  test  agency  is  the  prime. 
Government,  or  independent. 

(6)  Determining  who  is  responsible  for  quality  control. 

(7)  Whether  a  new  source  can  be  assigned  responsibility 
for  quality  control. 


(8)  Whether  tooling  or  special  equipment  is  required  to 
produce  the  part. 

(9)  Whether  the  Government  possesses  the  tooling  or 
equipment . 

c.  Economic  Evaluation 

(1)  Quantification  of  the  various  cost  to  breakout. 

(2)  Calculation  of  a  local  savings  factor  due  to  breakout. 

(3)  Whether  savings  factor  times  remaining  program  life 
buy  value  is  greater  than  thfe  total  cost  to  breakout. 

d.  Supply  Feedback 

(1)  Whether  the  Item  Manager  can  accept  late  delivery. 

(2)  Whether  total  time  to  breakout  exceeds  required  de¬ 
livery  date. 

7.  Subsidiary  Question  No.  7.  How  could  the  current 
scope  and  methodology  of  breakout  efforts  at  MCLB  Albany  be 
expanded  and  improved?  Chapter  V  offered  a  comprehensive  ap¬ 
proach  to  breakout  at  MCLB  Albany.  As  discussed  in  Chapter 
V,  adequate  planning  to  enable  successful  breakout  must  begin 
early  in  the  systems  acquisition  process. 

Early  MCLB  Albany  input  into  acquisition  planning  and 
the  acquisition  strategy  could  be  accomplished  by  MCLB  Albany 
representation  in  the  Acquisition  Coordinating  Group  (ACG) 
for  all  weapon  systems.  This  input  should  emphasize  Marine 
Corps  intent  to  purchase  data  for  reprocurement  and  competi¬ 
tively  procure  spare  parts  as  well  as  ensure  that  this  objec¬ 
tive  is  carried  out  contractually  in  requests  for  proposal, 
source  selection,  and  contracts. 


Active  breakout  team  participation  in  provisioning 


conferences  and  Acquisition  Method  Code  (AMC)  assignment 
should  help  prevent  later  problems  with  restrictive  codes 
assigned.  Documentation  of  this  screening  of  parts  entering 
the  inventory  and  periodic  screening  of  parts  over  the 
$10/000  economic  threshold  by  review  date  should  ensure  cur¬ 
rent  and  valid  AMC's. 

Utilization  of  newly  hired  technical  and  engineering 
talent  in  the  Competition  Advocate's  office  should  enable 
ongoing  breakout  efforts  to  improve  the  competitive  status 
of  parts.  Implementation  of  the  Technical  Data/Configuration 
Management  System  (TD/CMS)  will  facilitate  technical  data 
management  and  completion  of  reprocurement  data  packages. 

Data  evaluation  could  be  accomplished  by  engineering  and  in¬ 
dustrial  specialists  in  the  Competition  Advocate's  office. 

8.  Primary  Research  Question.  What  should  be  the  major 
characteristics  of  an  effective  replenishment  parts  breakout 
decision-model  for  use  at  MCLB  Albany? 

The  DAR  Supp.  6  flowchart  was  analyzed  in  Chapter  IV. 
The  flowchart  provides  a  logical  sequence  of  the  many  steps 
and  decisions  involved  in  breakout  screening  and  improving 
the  competitive  status  of  a  part  including  acquisition  method 
coding  and  review  of  a  part.  From  the  analysis  and  discus¬ 
sion  of  the  process  with  Marine  Corps  and  Air  Force  breakout 
personnel,  a  decision-model  or  form  should  provide  a  medium 
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for  establishing  a  part  file  upon  initial  assignment  of  Ac¬ 
quisition  Method  Code,  (AMC)  and  record  subsequent  AMC 
screening.  The  medium  should  provide  a  guide  to  alert  or 
remind  the  breakout  technician  of  the  factors  to  be  consid¬ 
ered  in  the  breakout  decision  and  provide  a  means  to  record 
the  results  of  his  decision(s).  Additionally,  the  decision 
medium  should  provide  a  means  to  quantify  the  time  and  costs 
to  breakout  and  calculate  the  expected  savings  from  breakout. 


APPENDIX  A 
INTERVIEW  QUESTIONS 


1.  At  what  level  at  MCLB  Albany  is  the  replenishment 
spare  parts  breakout  program  managed  and  why? 

2.  What  are  the  published  standard  operating  procedures 
for  the  program? 

3.  What  are  the  requirements  of  Marine  Corps  orders  on  re¬ 
plenishment  spare  parts  breakout? 

4.  What  are  the  requirements  of  MCLB  Albany  orders  on  re¬ 
plenishment  spare  parts  breakout? 

5.  Who  are  the  key  players  in  the  breakout  decision-making 
process? 

6 .  When  and  why  was  replenishment  spare  parts  breakout 
first  accomplished  at  MCLB  Albany? 

7.  What  has  been  involved  in  the  evolution  of  the  replen¬ 
ishment  spare  parts  breakout  program? 

8.  What  are  the  driving  forces  behind  the  breakout 
decision? 

9.  Has  the  program  been  effective? 

10.  When  in  the  acquisition  process  is  breakout  of  replen¬ 
ishment  spare  parts  breakout  accomplished? 

11.  When  in  the  part  life-cycle  or  supported  system  life- 
cycle  is  breakout  accomplished? 

12.  What  is  the  role  of  technical  data  in  replenishment 
spare  parts  breakout? 

13.  What  are  problems  involved  in  breakout  efforts? 

14.  What  methodology  is  utilized  to  determine  whether  a 
part  is  suitable  for  breakout 

15.  Is  the  use  of  a  decision-making  model  or  checklist 
utilized?  If  so,  what  are  it's  key  features? 
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APPENDIX  B 


FACTORS  AFFECTING  THE  COST 
OF  REPROCUREMENT  DATA 


CONTRACT 


FORMATTING 


DEFERRED 

DATA 


PROPRIETARY 


A 


UNLIMITED 
RIGHTS  TO 
DATA  BE  ACQUIRED? 


SOURCE i  Lamb,  A.  R.t  Lieutenant  Colonel,  U.S.  Air  Force, 
What  Should  Reprocurement  Data  Cost?  M.S.  Thesis,  Air  Force 
Institute  of  Technology,  August  197^,  Figure  1. 


APPENDIX  D 

ACQUISITION  METHOD  CODES  (AMC) 


Explanation 

Item  screened  and  suitable  for  competitive 
acquisition. 

Item  screened  and  suitable  for  competitive 
acquisition  for  the  first  time. 

Acquire  item  directly  from  the  actual  manu¬ 
facturer  whether  or  not  the  prime  contractor 
is  the  actual  manufacturer. 

Acquire  item  directly  from  the  actual  manu¬ 
facturer  for  the  first  time  whether  or  not 
the  prime  contractor  is  the  actual 
manufacturer . 

Acquire  item  from  the  prime  contractor  even 
though  the  engineering  data  identify  the 
Federal  Supply  Code  for  Manufacturers  (FSCM) 
and  the  part  number  from  a  source  other  than 
the  prime  contractor. 


Government  rights  to  data 
questionable. 

Source  Control  Item. 

Procure  from  source  approved  by 
design  control  activity. 

Government  has  unlimited  rights 
to  data,  and  data  package  is 
complete . 

Inadequate  data  to  procure  from 
other  than  present  source (s). 

Part  must  be  produced  from  class 
1A  castings  (controlled  source) . 

Part  under  $10,000  screening 
threshold  but  screened  for  known 
sources . 

Master  or  coordinated  tooling  not 
owned  or  not  available. 

Part  requires  special  testing. 

Rights  to  data  legally  unavailable 

Data  and  or  rights  not  owned  by 
the  government  and  uneconomical 
to  buy. 

Acquisition  of  part  covered  by 
Qualified  Products  List  (QPL) . 

Part  uneconomical  to  compete. 

High  reliability  part. 

Design  of  part  unstable. 


The  DOD  Replenishment  Spare  Parts  Breakout  Program,  DAR 
Supplement  Number  6,  stipulates  that  breakout  efforts  will 
continue  for  the  life  cycle  of  a  part  or  until  such  time  as 


the  part  is  coded  as  follows: 


AMC/AMSC 

Explanation 

1G 

Item  suitable  for  competitive  acquisition; 
data  complete  with  unlimited  rights. 

2G 

Item  suitable  for  competitive  acquisition 
for  first  time;  data  complete  with  unlimited 
rights. 

IK 

Item  suitable  for  competitive  acquisition; 
must  be  produced  from  class  A  castings. 

2K 

Item  suitable  for  competitive  acquisition 
for  first  time;  must  be  produced  from  class 
1A  castings. 

1M 

Item  suitable  for  competitive  acquisition; 
master  tooling  required. 

2M 

Item  suitable  for  competitive  acquisition 
for  first  time;  master  tooling  required. 

IN 

Item  suitable  for  competitive  acquisition; 
requires  special  testing. 

2N 

Item  suitable  for  competitive  acquisition 
for  first  time;  requires  special  tooling. 

IT 

Item  suitable  for  competitive  acquisition; 
controlled  by  QPL. 

2T 


Item  suitable  for  competitive  acquisition 
for  first  time;  controlled  by  QPL. 


APPENDIX  G 


PROCUREMENT  DATA  RECORD 

NAME  AMD  ADDRESS  OF  CONTRACTOR  OR  SUPPLIER 

riOaiHOUMT  ACT  tot*  coot 

CMfTUCTOa  KCCOHMOMB  COM 

(etc)  nocvtoaar  <m»  - ■"* ' - . — 

NEXT  REVIEW  ACTION 

CONTRACTOR  OR  SUPPLIER 
□  NEEDED  Q  BOI  NEEDED 
DATE 

GOVERNMENT 

□  NEEDED  □'NOT  NEEDED 
DATE 

SECTION  l  -  IDENTIFICATION 

i  fa 

2a  FAST  NUMBER 

2b  NOMENCLATURE 

2c  DESIGN  ACIlVlTT  ME  ' 

-  gamut,  hmo 

3b  FCSM 

Aa  CONTRACT  NUMBER 

Ab  FCSM 

4c  OQMTIACT  ITEt  KUKBQ  4d  CONTRACT  MODEL  NUMBER  4«  CONTRACTOR  METHOD  OP  PROCUREMENT 

Q  ma  Q  “iL*  Qcwmrnv* 

SECTION  11  -  PROVISIONING  INFORMATION 

S  SCVPTE  DOCTSHfT  REFERENCE 

6  SOURCE  CODE 

7a  ESTIMATED  UNIT  COST 
$ 

Jb  ESTIMAZED  ANNUAL  ISSUES  ” 

7c  ESTIMATED  ANNUAL  COST 

8 

a  ESTIMATED  PRODUCTION  LEAD  TIME  (Waaka) 

_  SECTION  111  DESIGN  STATUS  _ 

*  □  STABLE  □  UNSTABLE 

SECTION  IV  MANUFACTURING  CRITERIA 

10  MASTER  TOOLING 

TES 

NO 

LA  NIC!  REJECTION 

TES 

HO 

U  SPECIAL  TESTS  OB  INSPECTION 

15  BIOS  RELIABILITY 

12  CLASS  1  CASTINGS  OR  FORCINGS 

IT  OTHER 

-- 

13  SPECIAL  PROCESS  OR  MATERIAL 

.SECTION  V  PROCUREMENT  DATA  PACKAGE 

17  CONTRACT  REQUIRES  DELIVERY  OP 

ADEQUATE  PROCUREMENT  DATA 

YES 

NO 

18c  LIMITATIONS  ON  USE  OF  DATA 

INVOLVED 

TES 

NO 

IS*  CAN  GOVERNMENT  ACQUIRE  PROCUREMENT 
DATA  NOT  REQUIRED  ST  CONTRACT 

184  CAN  GOVERNMENT  ACQUIRE 

UNLIMITED  RIGHTS 

18b  ESTIMATED  COST  OF  ADOI 
PROCUREMENT  DATA 

TIONAL  s 

18c  ESTIMATED  COST  OF  OB 
IMG  UNLIMITED  RICHTS 

TAIN-  f 

SECTION  VI  TOOLING  AND  FACILITIES 

19a  SPECIAL  TOOLING 
□  YES  □  NO 

19b  OWNERSHIP 

□gov'tQprime  □supplied 

19c  LOCATION  (FMC) 

I9d  AVAIU8U  FOR  OTHER  15#  OTHER  FACTORS 

PROGRAMS  _  Qus  — 

□  m  □  NO  Duo 

19f  ESTIMATED  COST 

8 

2U  SPECIAL  TEST  EQUIPMENT 

□tes  Quo 

□  PRIME  ^SsUPPLIER 

5iT  SPECIAL  PRODUCTION  FACILITIES  “ 

□  tes  Q  no 

Fi|<  1  of  2  h|M 
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APPENDIX  I 
ECONOMIC  ANALYSIS 


Quantify  the  reasonably  foreseen  costs  to  breakout  of 
those  listed  below  in  dollars.  Quantify  any  additionally 
foreseen  costs  under  (Other)  and  provide  a  brief  explanation 
Recurring  Costs 

1.  Technical  Assistance. 

2.  Product  Assurance. 

3.  Risk  of  Non-Performance. 

4.  Risk  of  Time- Delay. 

5.  Update  and  Distribute  Data  Packages. 

6.  Data  Package  Verification. 

7.  Solicitation  Preparation  and  Evaluation. 

8.  Contract  Administration/Termination. 

9 .  Other . 

Total  Recurring  Cost _ 

Nonrecurring  Costs 

1.  Remaining  Program  Life  Buy  Value  at  Current  Price. 

2.  Cost  of  Special  Tooling. 

3.  New  Source  Qualification. 

4.  Reverse  Engineering. 

5.  Initial  Data  Package  Verification. 

6.  Purchase  of  Data  Rights. 

7.  Purchase  of  Procurement  Data  Package. 


8.  First  Article  Test  and  Inspection. 

9.  Production  and  Test  Facility  Costs. 

10.  Qualification  Testing. 

11.  Special  Tooling. 

12.  Variable  Cataloging  for  Nonstandard  Parts. 

13.  Management  for  Nonstandard  Parts. 

14.  Technical  Data  for  Nonstandard  Parts. 

15.  Additional  Repair  Tools  and  Test. 

16.  Equipment  for  Nonstandard  Parts. 

17.  Other. 

Total  Nonrecurring  Cost 
Total  Breakout  Cost 

Gross  Savings  ( _ %  x  est.  life  buy  value) 

Net  Breakout  Savings/ (Loss) = 

(Gross  Saving s~Total  Breakout  Cost) 
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FY85,  1  April  1984. 

13.  Under  Secretary  of  Defense  for  Research  and  Engineering, 
Memorandum  for  the  Assistant  Service  Secretaries  for 
Research  and  Engineering,  Subject:  Computer  Hardware 
and  Software  in  Support  of  Purchasing  Spare  Parts, 

6  December  1983. 

14.  Schaefer,  James  M.,  Acquisition  Analysis  Branch,  Com¬ 
petition  Advocates  Office,  Marine  Corps  Logistics  Base, 
Albany,  Georgia,  interview  granted  23  June  1984. 

15.  Analytics  Incorporated  Phase  2  Report,  Increasing  Com¬ 
petition  For  Spares  Within  Air  Force  Logistics  Command, 
December  1983. 

16.  U.S.  Department  of  the  Army,  U.S.  Army  Audit  Agency  Re¬ 
port  NE  72-3,  Procurement  of  Components  and  Repair  Parts 
for  Night  Vision  Devices,  U.S.  Army  Electronics  Command, 
Fort  Monmouth,  New  Jersey,  July  1971. 

17.  Technical  Data  Incorporated,  Understanding  Contractor 
Acquired  Data-The  Vital  Link,  1981. 

18.  Puricelli,  Russel  A.,  Deputy  Director,  Technical  Support 
Division,  Assistant  Chief  of  Staff  for  Logistics  Manage¬ 
ment,  Marine  Corps  Logistics  Base,  Albany,  Georgia,  in¬ 
terviews  granted  22,23  June  1984. 

19.  Lamb  A.R.,  Lieutenant  Colonel,  U.S.  Air  Force,  What 
Should  Reprocurement  Data  Cost?  M.S.  Thesis,  Air  Force 
Institute  of  Technology,  August  1974. 

20.  U.S.  Department  of  Defense  Inspector  General  Audit  Re¬ 
port  No.  83-098,  Management  of  Technical  Data  And  It's 
Use  In  Competitive  Procurement,  April  1983. 

21.  Wessels,  Gerry  A.,  Lieutenant  Colonel,  U.S.  Marine 
Corps,  Deputy  Principal  Director,  Weapon  System/Equip¬ 
ment  Management,  Marine  Corps  Logistics  Base,  Albany, 
Georgia,  interview  granted  22  June  1984. 

22.  Portner,  Jack,  Weapon  System/Equipment  Management  Direc¬ 
torate,  Assistant  Chief  of  Staff  for  Logistics  Manage¬ 
ment,  Marine  Corps  Logistics  Base,  Albany,  Georgia, 
telephone  interview  granted  25  July  1984. 
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Temple,  John  E.,  Chief,  Source  Development  Office,  Di 
rectorate  of  Competition  Advocacy,  Headquarters, 
Sacremento  Air  Logistics  Center,  telephone  interview 
granted  10  September  1984. 

Bailey,  Roxanne,  Office  of  Installation  and  Logistics 
Headquarters,  U.S.  Marine  Corps,  informal  telephone 
interview  granted  6  July  1984. 

Johnson,  R.L.,  Captain,  U.S.  Air  Force,  and  Southwick 
M.A. ,  Captain,  U.S.  Air  Force,  An  Assessment  of  Rele¬ 


vant  Decision-making  Factors  Used  in  the  Purchase  of 


U.S.  Marine  Corps,  Marine  Corps  Replena shmen t  Parts 


Breakout  Program,  Draft  MCO  4200. 22D  undated. 

U.S  Department  of  the  Navy,  Navy  Program  Manager's 
Guide,  Preliminary  Draft,  1984  Edition. 

U.S.  Department  of  Defense,  Major  System  Acquisitions 
DOD  Directive  5000.1,  March  29,  1982.  " 

U.S.  Marine  Corps,  Marine  Corps  Data  Control  Manual. 
UM-4400-71,  March  1980. 

U.S.  Department  of  Defense,  DOD  Parts  Control  Program 
DOD  Instruction  4120.19,  26  October  196$. 
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